
UNITED ST ATES ENVIRONMENT AL PROTECTION AGENCY 
REGIONS 

1445 ROSS AVENUE, SUITE 1200 
DALLAS TX 75202-2733 

AUG 1 ~ 2013 

CERCLA 104(e) INFORMATION REQUEST 
URGENT LEGAL MA TIER: PROMPT REPLY REQUESTED 
VIA CERTIFIED MAIL #7010 2780 0002 -'35" 8535 

Mr. Jonathan Carroll 
For Lazarus Texas Refinery I, LLC 
801 Travis Street, Suite 2100 
Houston, Texas 77002 

Re: Falcon Refinery Superfund Site, Southeast oflngleside in San Patricio County, Texas 
SSID No. 06TN and SSID No. 06MC 

Dear Mr. Carroll: 

The U.S. Environmental Protection Agency (EPA) seeks cooperation from the Lazarus Texas Refinery l, 
LLC (LTRI), a Delaware limited liability company recognized by the Texas Secretary of State to 
conduct business in Texas, in providing information and documents relating to the Falcon Refinery 
Superfund Site located southeast of Ingleside in San Patricio County, Texas (Site). The EPA has 
obtained information that LTRI has purchased the Site from the National Oil Recovery Corporation 
(NORCO) and Norcorom Industries, SRL (NORCO-SRL). NORCO is a potentially responsible party 
(PRP) for this Site. 

The EPA is seeking informa6on from L TR1 in order to understand the corporate organizational 
structures (parents, subsidiaries, and related entities) in connection with the purchase of the Site by 
LTRI. The EPA is also seeking information related to LTRI' s liability for the Site under the 
Comprehensive Environmental Response, Compensation, and Liabi lity Act (see Enclosure 4, 
Attachments 6 and 7, two EPA Memorandums). 

This information request Is not a determination thaf you or any of Lhe related entities are responsible or 
potentially responsible for contamination that occurred at the Site. The EPA is sending this letter to aid 
the Agency in understanding the nexus of LTRl and related entities to the Site. The EPA does not expect 
you or any related entities to pay for or perform any site-related activities at this time. If the EPA 
determines that L TRI and/or any of the related entities are responsible or potentially responsible for 
response activities at the Site, you will receive a separate letter clearly stating such a determination as 
well as the basis the EPA has for the determination. 

Internet Address (URL) • http://www.epa.gov/region6 
Recycled/Recyclable • Prll'led with Vegetable Oil Based Inks on 100% Recycled Paper, Process Chtorfne Free 



Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), Section 104(e), 
42 U.S.C. § 9604(e), gives the EPA the authority to require you to respond to this information request 
(see Enclosure 1 ). We encourage you give this matter your full attention, and we respectfully request 
that you respo11d to tit is request for information within thirty (30) days of its receipt of tltis letter. You 
may designate another official with the requisite authority to respond on your behalf. However, failure 
to respond to this information request may result in fhe EPA seeking penalties of up to $37,500.00 per 
day of violation. In addition, furnishing false, fictitious or fraudulent statements or representations is 
subject to criminal penalty under 18 U.S.C. § 100 l . Further, failure to comply with this information 
request may materially jeopardize your otherwise possible BFPP qualification. 

Please provide your written response to Mr. Robert Werner, Enforcement Officer, at the address 
included in the Information Request. Please refer to the enclosures below, which include important 
instructions and definitions, as well as the questions for response, in the preparation of your reply to this 
Information Request. . 

If you have any questions regarding this letter, contact Mr. Robert Werner at (214) 665-6724. For legal 
questions concerning this letter, please have your legal counsel contact Ms. Gloria Moran, Attorney, at 
(214) 665-3193. Thank you for your attention to this matter. 

Ben Banipal, PE 
Acting Assocfate Director 
Technical and Enforcement Branch (SF-T) 
Superfund Division 

Enclosures ( 4) 

cc: National Registered Agents, lnc. 



ENCLOSURE I 
FALCON REFINERY SUPERFUND SITE 

INFORMATION REQUEST 
RESPONSE TO INFORMATION REQUEST 

Under the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA), commonly 
known as the federal "Superfund" law, the U.S. Environmental Protection Agency (EPA) responds to the 
release or threat of release of hazardous substances, pollutants or contaminants into the environment to stop 
additional contamination and to clean-up or otherwise address any prior contamination. 

The EPA is requesting information under CERCLA Section 104(e). Section 104(e) may be found in the United 
States Code (U.S.C.) at Title 42 Section (section is denoted by the symbol"§") 9604(e) 42 U.S.C. § 9604(e). 

Pursuant to th,e authority of CERCLA § 104( e ), you are hereby requested to respond to the enclosed information 
request. If you have any questions concerning the Site's history or this information request letter, please contact 
Mr. Robert Werner, the designated Enforcement Officer for the Site, at phone number (214) 665-6724, fax 
number (214) 665-6660 or via email at wemer.robert@epa.gov. Please mail your response within 30 calendar 
davs of your receipt of thjs request to the following address: 

Mr. Robert Werner, Enforcement Officer 
Superfund Enforcement Assessment Section ( 6SF-TE) 
U.S. EPA, Region 6 
1445 Ross Avenue 
Dallas, Texas 75202-2733 

If you or your attorney bas Legal questions that pertain to this information letter request, please contact 
Ms. Gloria Moran at phone number (21 4) 665-3193 fax number (214) 665-6460 or via email at moran.gloria­
small@epa.gov. For contact via mail, use the following address: 

Ms. Gloria Moran, Attorney 
Office of Regional Counsel (6RC-S) 
U.S. EPA, Region 6 
1445 Ross A venue 
Dallas, Texas 75202-2733 

BACKGROUND INFORMATION 

The Falcon Refinery Superfund Site (Site) is the location from which the now-closed Falcon Refinery had 
operated. The Site is located southeast of the city limits of the City of Ingleside, in San Patricio County, Texas. 
The Site's land area approximates 101.5 acres and is comprised of four separate parcels of land; a 9.145 acre 
parcel, a 50.113 acre parcel, a 28 acre parcel, and a 14.24 acre parcel. The 9.145 acre parcel is situated on the 
northwest side where Fann-to-Market Road 2725 and Bishop Road/County Road 4717 intersect. The 50. 113 
acre parcel is situated on the southeast corner where Farm-to-Market Road 2725 and Bishop Road/County Road 
4717 intersect. The 28 acre parcel is adjacent to the southeast side of the 50.113 acre parcel and both parcels are 
adjacent to the southwest side of County Road 4717. The 14.24 acre parcel is bounded on its southeast side by 
Redfish Bay and contains land areas on both sides of County Road 4692. 



Primary processing activities at the now-closed Falcon Refinery had been conducted on the 50.113 acre parcel. 
Transfer of materials between barges and storage tanks occurred at the dock facility on the 14.24 acre parcel. 

Jn May 2000, the Texas Natural Resource Conservation Commission conducted sampling activities at the Site 
and documented the fo llowing hazardous substances: cyclohexane, methlycyclohexane, toluene, ethylbenzene, 
xylenes (totals), fluoranthene, pyrene, benzo(a)anthracene, chrysene, benzo(b)fluoranthene, 
benzo(k)fluoranthene, benzo(a)pyrene, ideno(l,2,3-cd)pyrene, benzo(g,h,i)perylene, aluminum, arsenic, barium, 
cadmium, chromium, copper, lead, manganese, mercury, nickel, selenium, thallium, vanadium, and zinc. The 
findings of an Expanded Site Inspection, completed in November 2000, revealed releases from the Site of the 
fol lowing hazardous substances: fl uoranthene, pyrene, benzo( a)anthracene, chrysene, benzo(b )fluoranthene, 
benzo(k)fluoranthene, benzo(a)pyrene, ideno(l,2,3-cd)pyrene, enzo(g,h,i)perylene, dibenz(a,h,)anthracene, 
barium, manganese, and mercury. 

On May 28, 2003, the EPA notified NORCO in a Special Notice letter by certified mail of itS potential liability 
under CERCLA. The May 28, 2003, letter requested NORCO to respond to the EPA with a good-faith offer to 
perfonn a removal action and commence remedial activities at the Site. The EPA and NORCO reached an 
agreement that called for NORCO to pay past costs, perform a removal action and commence a Remedial 
Investigation and Feasibility Study at the Site. On June 9, 2004, the EPA issued the Administrative Order on 
Consent for Removal Action (CERCLA Docket Number 06-04-04) and the Administrative Order on Consent 
for Remedial Investigation and Feasibility Study (CERCLA Docket Number 06-05-04) to NORCO in 
connection with the Site. 

In a letter to NORCO dated March 28, 2011, the EPA determined it necessary to take over the performance of 
the remaining work required by the two Administrative Orders of Consent. The EPA invoked the work takeover 
provisions of the two Administrative Orders of Consent because NORCO defaulted in the performance of the 
terms and conditions of the Removal Order and the RI/PS Order. 

In the May 2, 2011, Agreed Order for Resumption of Removal Action signed by NORCO, the EPA 
withdrew the work takeover of the remaining work required for the removal action at the Site. 
On February 29, 2012, NORCO sold the Site to Lazarus Texas Refinery I, LLC (LTRI). In the agreement of 
the sale, Lazarus Energy Holdings LLC (LEH) and L TRI were identified as 'jointly and severally" 
responsible for "costs, expenses and penalties" connected to the Site. Although LTRI, acting for NORCO, 
continues to perform the removal action, there have been many removal activity delays. L TRI has attributed 
these disruptions to its difficulty in making timely payments to its contractors. 

In the September 26, 2011, Agreed Order for Resumption of the Rl/FS signed by NORCO containing tenns 
for performing the remaining RI/FS work, the EPA withdrew the work takeover of the remaining work 
required for the Rl/FS at the Site. NORCO, however, failed to perform in accordance with this Agreed 
Order. In a Notice of Deficiencies to NORCO dated October 26, 2011, the EPA requested that NORCO 
remedy the deficiencies within thirty days. On December 11, 2011, the EPA determined that NORCO had 
not remedied any of the deficiencies related to the RI/FS action. The EPA, again, found NORCO to be in 
default and began the process of fully taking over the performance of the RI/FS action. The EPA continues 
to perform the Rl/FS at the Site. 



INSTRUCTIONS 

ENCLOSURE2 
FALCON REFINERY SUPERFUND SITE 

INFORMATION REQUEST 
INSTRUCTIONS AND DEFINITIONS 

1. Please provide a separate narrative response for each and every Question and subpart of a Question set 
forth in this Information Request. 

2. Precede each answer with the Question (or subpart) and the number of the Question (and the letter of a 
subpart of a Question, if applicable) to which it corresponds. 

3. If infonnation or documents not known or not available to you as of the date of submission of a response 
to this Information Request should later become known or available to you, you must supplement your 
response to the U.S. Environmental Protection Agency (EPA). Moreover, should you find, at any time, 
after submission of your response, that any portion of the submitted information is false or misrepresents 
the truth, or, though correct when made, is no longer true, you must notify the EPA of this fact as soon 
as possible and provide the EPA with a corrected response. 

4. For each document produced in response to this Information Request, indicate on the document, or in 
some other reasonable manner, the number of the Question (and the letter of a subpart of a Question, if 
applicable) to which it responds. 

5. You may assert a business confidentiality claim covering part or all of the information which you submit 
in response to this request. Any such claim must be made by placing on (or attaching to) the 
information, at the time it is submitted to the EPA, a cover sheet or a stamped or typed legend or other 
suitable form of notice employing language such as "trade secret," "proprietary," or "company 
confidential." Confidential portions of otherwise non-confidential documents should be clearly 
identified and may be submitted separately to facilitate identification and handling by the EPA. If you 
make such a claim, the information covered by that claim will be disclosed by the EPA only to the 
extent, and by means of the procedures, set forth in subpart B of 40 CFR Part 2. If no such claim 
accompanies the information when it is received by the EPA, it may be made available to the public by 
the EPA without further notice to you. The requirements of 40 CFR Part 2 regarding business 
confidentiality claims were published in the Federal Register on September 1, 1976, and were amended 
September 8, 1976, and December 18, 1985. 

6. Personal Privacy Information. Personnel and medical files, and similar files the disclosure of which to 
the general public may constitute an invasion of privacy should be segregated from your responses, 
included on separate sheet(s), and marked as "Personal Privacy Information." 

7. Objections to questions. If you have objections to some or all the questions within the Information 
Request Letter, you are still required to respond to each of the questions. 



DEFINITIONS 

The following definitions shall apply to the following words as they appear in this enclosure: 

l. The terms "and" and "or" shall be construed either disjunctively or conjunctively as necessary to bring 
within the scope of this Information Request any information which might otherwise be construed to be 
outside its scope. 

2. The term "any", as in "any documents" for example, shall mean "any and all." 

3. The term "arrangement" means every separate contract or other agreement between two or more 
persons. 

4. The terms "document(s)" and "documentation" shall mean any object that records, stores, or presents 
information, and includes writings of any kind, formal or informal, whether or not wholly or partially in 
handwriting, including by way of illustration and not by way of limitation, any invoice, manifest, bill of 
lading, receipt, endorsement, check, bank draft, canceled check, deposit slip, withdrawal slip, order, 
correspondence, record book, minutes, memorandum of telephone and other conversations including 
meetings, agreements and the like, diary, calendar, desk pad, scrapbook, notebook, bulletin, circular, 
form, pamphlet, statement, journal, postcard, letter, telegram, telex, telecopy, telefax, report, notice, 
message, analysis, comparison, graph, chart, map; interoffice or intra office communications, photostat 
or other copy of any documents, microfilm or other film record, any photograph, sound recording on any 
type of device, any punch card, disc pack; any tape or other type of memory generally associated with 
computers and data processing (together with the programming instructions and other written material 
necessary to use such punch card, disc, or disc pack, tape or other type of memory and together with the 
printouts of such punch card, disc, or disc pack, tape or other type of memory); and (a) every copy of 
each document which is not an exact duplicate of a document which is produced, (b) every copy which 
has any writing, figure or notation, annotation or the like on it, ( c) drafts, ( d) attachments to or 
enclosures with any document and ( e) every document referred to in any other document. 

5. The term "identify" means, with respect to a natural person, to set forth the person's name, present or last 
known business and personal addresses, email address( es), and telephone numbers, and present or last 
known job title, position or business. Also provide e-mail addresses. 

6. The term "identify" means, with respect to a corporation; partnership, business trust or other association 
or business entity (including, but not limited to, a sole proprietorship), to set forth its full name, address, 
and legal form (e.g. corporation [including state of incorporation], partnership, etc.), organization, if 
any, a brief description of its business, and to indicate whether or not it is still in existence and, if it is no 
longer in existence, to explain how its existence was terminated and to indicate the date on which it 
ceased to exist. Also provide e-mail addresses. 

1. The term "identify" means, with respect to a document, to provide the type of document, to provide its 
customary business description, its date, its number, if any (invoice or purchase order number), subject 
matter, the identity of the author, addressor, addressee and/or recipient, and the present location of such 
document. 

8. The tenn "person" shall have the same definition as in Subsection 101 (21) of CERCLA, 42 U.S.C. § 
9601 (21). 



9. The tenn "Site" shall mean and include the Falcon Refinery Superfund Site (Site). The Site is the 
location from which the now closed Falcon Refinery had operated. The Site is located southeast of the 
city limits of the City of Ingleside, in San Patricio County, Texas. The Site's land area approximates 
101.5 acres and is comprised of four separate parcels ofland; a 9. 145 acre parcel, a 50.11 3 acre parcel, a 
28 acre parcel, and a 14.24 acre parcel. The 9.145 acre parcel is situated on the northwest side where 
Farm-to-Market Road 2725 and Bishop Road/Collilty Road 4717 intersect. The 50.113 acre parcel is 
situated on the southeast comer where Farm-to-Market Road 2725 and Bishop Road/County Road 4717 
intersect. The 28 acre parcel is adjacent to the southeast side of the 50.113 acre parcel and both parcels 
are adjacent to the southwest side of County Road 4717. The 14.24 acre parcel is bounded on its 
southeast side by Redfish Bay and contains land areas on both sides of County Road 4692. 

l 0. The terms "you" or "your" or "Respondent" shall mean the addressee of this Request, the addressee's 
officers, managers, employees, contractors, trustees, partners, successors and agents. 

12. Words in the masculine shaJI be construed in the feminine, and vice versa, and words in the singular 
shall be construed in the plural, and vice versa, where appropriate in the context of a particular question 
or questions as necessary to bring within the scope of this Infonnation Request any infonnation which 
might otherwise be construed to be outside its scope. 

13. All terms not defined herein shall have their ordinary meaning, unless such terms are defined in 
CERCLA, RCRA, 40 CFR Part 300 or 40 CFR Parts 260-280, in which case the statutory or regulatory 
definitions shall apply. 

104(e) INFORMATION REQUEST LEITER (Instructions & Definitions, Enclosure 2) 
Falcon Refinery (06MC) 
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ENCLOSURE3 
FALCON REFINERY SUPERFUND SITE 

INFORMATION REQUEST 
QUESTIONS 

y 
1. Please identify the person(s) that answer the below questions on behalf of the Lazarus Texas Refmery I, 

LLC (L TRI) and/or for any person and/or business entity listed in the following question Number 2. 
Please also include that person(s) contact infonnation address, phone number, fax number, and e-mail 
address. 

2. Does LTRI wish to designate an individual for future correspondence from the U.S. Environmental 
Protection Agency (EPA)? If yes, please provide the individual's name, address, telephone number, and 
fax number. 

3. Please identify the organizational relationships, if any, that now exist between LTRI and the following 
person and business entities. Provide supporting documentation that describes the organizationally 
relationships, if any, that exist between all of the following entities: 

A. Jonathan Carroll. 

B. Blue Dolphin Energy Company, a Delaware corporation, recognized by the Texas Secretary of 
State. 

C. Carroll & Company Financial Holdings LP, a Texas limited partnership, recognized by the Texas 
Secretary of State. 

D Lazarus Financial, LLC, a Texas limited liability company, recognized by the Texas Secretary of 
State. 

E. Lazarus Energy Holdings LLC (LEH), a Delaware limited liability company, recognized by the 
Texas Secretary of State. 

F. Lazarus Energy LLC, a Delaware limited liability company, recognized by the Texas Secretary 
of State. 

G. Lazarus Texas Refinery II, LLC, a Delaware limited liability company, recognized by the Texas 
Secretary of State. 

H. Apollo Management VI, L.P ., a Delaware limited partnership, recognized by the New York 
Division of Corporations. 

1) What is the relationship of Apollo Management VI, L.P ., to LEH? 

2) Please provide supporting documentation. 

I. AP Energy Investors, LLC. 

1) What is the relationship of AP Energy Investors, LLC to LEH? 
2) Please provide supporting documentation. 



J. National Oil Recovery Corporation (NORCO). 

K. Norcorom Industries, SRL (NORCO-SRL). 

4. Please identify the relationships, if any, that now exist between Jonathan Carroll and the following 
business entities: 

A. Blue Dolphin Energy Company, a Delaware corporation, recognized by the Texas Secretary of 
State. 

B. Carroll & Company Financial Holdings LP, a Texas limited partnership, recognized by the Texas 
Secretary of State. 

C. Lazarus Financial, LLC, a Texas limited liability company, recognized by the Texas Secretary of 
State. 

D. LEH, a Delaware limited liability company, recognized by the Texas Secretary of State. 

E. Lazarus Energy LLC, a Delaware limited liability company, recognized by the Texas Secretary 
of State. 

F. LTRI, a Delaware limited liability company, recognized by the Texas Secretary of State. 

G. Lazarus Texas Refinery II, LLC, a Delaware limited liability company, recognized by the Texas 
Secretary of State. 

H. Apollo Management VI, L.P ., a Delaware limited partnership, recognized by the New York 
Division of Corporations. 

I. National Oil Recovery Corporation (NORCO). 

J. Norcorom Industries, SRL (NORCO-SRL). 

5. Is LTRI the current sole owner of the Falcon Refinery Superfund Site (Site)? If LTRI is not the Site's 
current sole owner, please identify the name(s) of any other person(s), entity, and/or entities that became 
owner(s) of any part, or of any percentage, of the Site after February 29, 2012, the date that the property 
was conveyed by NORCO. Please include a copy of the instrument(s) that document(s) any sale(s) or 
exchange( s) of any part of the Site, or of any percent of the Site, from LR TI to another person, entity, 
and/or entities after February 29, 2012. 

6. Narrative in Letter Agreement, February 23, 2012, (see Enclosure 4, Attachment 2, Letter Agreement) 
states that "Norco [NORCO] and LEH and LTR [LTRI] have negotiated the sale and conveyance of the 
Falcon Refinery to LTR [LTRI] pursuant to the following terms and provisions ... The purchase price for the 
Property shall consist of LTR [LTRI] paying Norco [NORCO] and a Related Company a total of Three 
Million Five Hundred Thousand Dollars ($3,500,000.00) cash ... The Three Million Five Hundred Thousand 
Dollars ($3,500,000.00) cash [sale price] will be represented by promissory notes (the "Notes") made 
payable to Norco [NORCO] or order, and/or a Related Company, with interest on a reducing principal at the 
rate of five percent (5%) per annum, and payable in agreed monthly installments." Considering the above 
information, please answer the following questions: 



A. Identify names and addresses of representatives from NORCO that buyers dealt with in this sale 
agreement. 

B. Identify names and addresses of representatives from Norcorom Industries, SRL (NORCO-SRL) 
that buyers dealt with in this sale agreement. 

C. Identify names and addresses of representatives from any "Related Company" that is/was related 
to NORCO and/or to NORCO-SRL that buyers dealt with in this sale agreement. 

D. Identify all payment dates and do11ar payments that buyers agreed to pay to NORCO for this 
purchase. 

E. Identify all payment dates and dollar payments that buyers agreed to pay to NORCO-SRL for 
this purchase. 

F. Identify all payment dates and dollar payments that buyers agreed to pay to any "Related 
Company" that is/was related to NORCO and/or to NORCO-SRL for this purchase. 

G. Provide copies of documents that confirm dates and dollar payments made by buyers to 
NORCO. 

H. Provide copies of documents that confirm dates and dollar payments made by buyers to 
NORCO-SRL. 

I. Provide copies of documents that confirm dates and dollar payments made by buyers to any 
"Related Company" that is/was related to NORCO and/or to NORCO-SRL. 

7. Are there any documented or undocumented agreements and/or understandings that imply, indicate or 
specify that LTJU and/or any other person or business entity will pay to NORCO, to NORCO-SRL, to 
any "Related Company" that is/was related to NORCO and/or to NORCO-SRL, and/or to agents, 
representatives, shareholders, bondholders, or creditors of NORCO, NORCO-SRL, and/or any "Related 
Company" that is/was related to NORCO and/or to NORCO-SRL any amount greater than 3.5 million 
dollars for the purchase of the Site? If your answer to this question is yes, please explain and provide 
supporting documentation. 

8. Narrative in Letter Agreement, February 23, 2012, (see Enclosure 4, Attachment 2, Letter Agreement) 
states that ' 'Norco [NORCO] and LEH and LTR [L TRI] have negotiated the sale and conveyance of the 
Falcon Refinery to LTR [LTRl] pursuant to the following terms and provisions ... LEH and L TR [LTRI], 
jointly and severally, assuming and being solely responsible for costs, expenses and penalties in any way 
relating to ... the EPA mandated clean-up contemplated and provided for under the AOC's and Agreed 
Orders .. . " 

Considering the above information, please respond to the following: 

A. Please identify all persons and/or entities that are responsible for costs, expenses and penalties in 
any way relating to LTRI's ownership of the Site. 

104(e) INFORMATrON REQUEST LETIER (Questions, Enclosure 3) 
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B. The EPA sent a Demand Letter, dated September 19, 2012, to NORCO's registered agent (See 
Enclosure 4, Attachment 3, Demand Letter). The Demand Letter's stated subject is 
"Administrative Order on Consent for Remedial Investigation and Feasibility Study 
Replenishment of Special Account #2, Falcon Refinery Superfund Site 06MC." The Letter states 
that "EPA is notifying you of your client's noncompliance with the above-referenced Order for 
failure to pay EPA's costs demanded by EPA's bill dated March 09, 2012. Amount now due is 
$209,036.12. To date, the EPA has not received this reimbursement amount from NORCO. 

1) Has L TRI, LEH, or any person, and/or any other business entity reimbursed the 
$209,036.12 replenishment payment to NORCO? If your answer is yes, please provide 
copies of a canceled check(s), electronic transfer receipt(s), etc., to verify payment(s) of 
the $209,036.12 replenishment amount to NORCO. If your answer is no, please answer 
the following questions: 

a. Does LTRI intend to pay the $209,036.12 replenishment payment directly to 
EPA? If yes, please identify the date that L TRI intends to transmit the payment to 
the EPA; or 

b. Does LEH intend to pay the $209,036.12 replenishment payment directly to EPA? 
If yes, please identify the date that LEH intends to transmit the payment to the 
EPA. 

C. The EPA has learned that performance of NORCO's Removal Action at the Site is delayed 
because of L TRI's lack of funds. Please provide documentation that shows LTRI's financial 
ability to complete NORCO's Removal Action at the Site. 

D. The EPA has assessed $500,0-00.00 in stipulated penalties in connection with the response 
actions at this Site. Does LTRJ, LEH, or any person, and/or business entity intend to pay this 
penalty amount to the EPA? 

9. Introductory paragraph of the Letter Agreement (see Enclosure 4, Attachment 2, Letter Agreement) 
states that, " ... LEH and LTR [LTRI] are aware that the Falcon Refinery has been designated by the 
Environmental Protection Agency ("EPA") as a Superfund Site and is subject to remediation and clean­
up in accordance with two Administrative Orders On Consent. .. " Article II, paragraph 2.5 of the Letter 
Agreement states that, "As part of the consideration for Norco [NORCO] and/or a Related Company 
conveying the Property to L TR [L TRI] in accordance with the terms and provisions of this Letter 
Agreement, LEH and L TR [L TRI], jointly and severally, do hereby unequivocally state as follows: THAT 
THEY HA VE CONDUCTED THEIR OWN INDEPENDENT INVESTIGATION OF THE PROPERTY, 
AND ARE SATISFIED THAT THE PROPERTY IS SUITABLE FOR THE PURPOSES FOR WHICH 
LEH AND/OR LTR [LTRI] INTENDS TO USE THE PROPERTY ... " (emphasis in original) 

Considering the preceding statements, and if LTRI is the Site's current sole or joint owner, did LTRI, 
conduct "all appropriate inquiries" in an attempt to qualify for landowner liability protections provided 
by the Comprehensive Environmental Response, Compensation, and Liability Act (CERCLA) (see 
Enclosure 4, Attachments 6 and 7, Two EPA Memorandums)? If your answer to this question is yes, 
please respond to the following: 

104(e) INFORMATION REQUEST LETTER (Questions, Enclosure 3) 
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A. Provide copies of all docwnents in your possession that identify "all appropriate inquiries" 
and/or efforts that you believe qualify LTRI for landowner liability protection as a bona fide 
prospective purchaser (BFPP) provided by CERCLA, including the "Phase I Environmental Site 
Assessment" or equivalent "due diligence" document(s) that was completed prior to 
February 29, 2012. 

B. Please explain whether L TRI, or any person and/or any business entity listed above in question 
Number 2 is now, or ever was, affiliated with NORCO through any contractual, corporate or 
financial relationship, including bankruptcy or other corporate restructuring. Please include any 
supporting documentation. (Note: Such relationship does not involve an instrument by which 
tit le to the Site was conveyed or financed by contract for goods or services). 

C. From February 29, 2012, until the present .day, has LTRI, and/or any person(s), business entity, 
and/or entities that currently share with LTRI any ownership for any part and/or any percentage 
of the Site, exercised appropriate care with respect to hazardous substances found at the Site by 
taking "reasonable care to prevent releasesr 

104(e) INFORMATION REQUEST LETTER (Questions, Enclosure 3) 
Falcon Refinery (06MC) 
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ENCLOSURE4 
FACLON REFINERY SUPERFUND SITE 

INFORMATION REQUEST 
SUPPORTING DOCUMENTS (SITE INFORMATION) 

1. Aerial photo of the Site area overlaid with boundary Jines for a 9.145 acre parcel of land, a 50.113 acre 
parcel of land, a 28.00 acre parcel ofland, and a 14.24 acre parcel of land. These four parcels, when 
combined, comprise the Falcon Refinery Site's total land area. 

2, Letter Agreement dated February 23, 2012, between National Oil Recovery Corporation and 
Mr. Jonathan Carroll, Director, Lazarus Energy Holdings LLC and to Mr. Jonathan Carroll, Director, 
Lazarus Texas Refinery I, LLC. 

3. Demand Letter dated September 19, 2012, from the EPA to Richard F. Bergner, registered agent for 
NORCO, advising that NORCO had failed to replenishment the Special Account #2, Falcon Refinery 
Superfund Site 06MC. 

4 . Special Warranty Deed with Vendor's Lien, executed February 29, 2012, documenting that NORCO 
sold to LTRI an 87.258 acre land area identified as "Refinery Land," (first part of the Site) and a 14.24 
acre land area identified as "Barge Dock," (second part of the Site) 

5. Special Warranty Deed and Bill of Sale, executed February 29, 2012, documenting that Norcorom 
Industries SRL sold to LRTI a 14.24 acre land area identified as "Barge Dock (the second part of the 
Site). 

6. EPA Memorandum, March 6, 2003, Interim Guidance Regarding Criteria Landowners Must Meet in 
Order to Qualify for Bona Fide Prospective Purchaser. 

7. EPA Memorandum dated Setember 2 1, 2011 , Subject: Enforcement Discretion Guidance Regarding the 
Affiliation Language of CERCLA' s Bona Fide Prospective Purchaser and Contiguous Property Owner 
Liability Protections. 



.. 

•'°t 

.... -



Attachment No. 1 



Falcon Refinery 
Property Descriptions 

San Patricio County, TX 

Property Type 

l:::} Barge oocll. (14.24 ac ) 

r::J PEC Property {l.S •C) 

Q RefJnery L~nd (87.258 a c ) 

EW.Reu-oneSF ~~ 
c:.~ l~l 

Mf.*U.. 2011 ~::;..'" 
. ...... . .... ,.+ 





Attachment No. 2 



' I 

NATIONAL In. REcovERY Coiu>oRATION 200~N BOULEVARD, #520 

Mr. Jonath3n Carroll 
!>irecto~ 
\~Energy Holdings, LLC 
go-i-Travis, Suite 2100 
Housto~ Texas 77002 

Mr. Jonathan Carroll 
Director 
Lazarus Texas Refinery I, LLC 
801 Travis, Suite 2100 
Houston;T~ 

In Re: Falcon Refinery 

Gentlemen: 

LoNO SLAND, NBW YORK 11509 
(516) 239-8735 

ebruary 23, 2012 

- -----. ----· 

Representatives of National o~ Recovery Corporation C'Norco") and LazaruS Energy 
Holdings, LLC, a Delaware limited lia ility company authorized to do business in Texas ("LEH") 
have discussed the prospect of LEH o a subsidiary thereof, Lazarus Texas Refinery I, LLC, a 
Delaware limited liability company authorized to do business in Texas ("L TR") purchasing from 
Norco and Norcorom Industries, SRLJ a related company ("Related Company"), Norco's land, 
equipment, pipelines and barge facili~ located in Ingleside, San Patricio County, Texas, and 
commonly known as the "Falcon Refmery." LEH and L TR are aware that the Falcon Refinery has 
been designated by the Environmental Ptotection Agency ("EPA") as a Superfund Site and is subject 
to remediation and clean-up in accordarlce with two Administrative Orders On Consent, dated June 
?.• 2004, between the EPA and Norcof to which reference is hereby made for all purposes (the 
"AOC's"'), as well as an Agreed Ordtr for resumption of removal work, dated May 2, 2011 
e\Re~oval Action Agreed Order"), and an Agreed Order for resumption of Remedial Investigation 
and Feasibility Study, dated September 6, 2011 ((RIIFS Agreed Order'') (collectively, the "Agreed 
Order$"). In addition LEH and L TR ar~ aware that Norco has received from the EPA a Notice Of 
Deficiencies, dated October 26, 2011, tplative to the RJ/FS Agreed Order, and since thenthe EPA 
has taken over the work contemplated ;y the RJ/FS Agreed Order and related AOC. 

Norco and LEH and L TR have egotiated the sale and conveyance of the Falcon Refinery 
to LTR pursuant to the following tenn and provisions: 

ARTICLE I, Definitions. For purposes .f this Letter Agreement, the following terms shall have the 
~earuDgs ·set forth .below: 
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1.1 Refinery Land. ~hall mean the surface only of the certain 87.258 acres of 
land, tl).ore or less, situated in $an Patricio County, Texas, and described by metes and 
boundS in Exhibit "A" attached ~ereto and made a part hereof for all purposes (the "Refinery 
Land'), together with all impro~ements located thereon, and all and singular the rights and 
appurtenances pertaining to the ~finery Land, including, but not limited to, all ofNorco's 
rights, titles and interest, if any, ih and to all adjacent easements, streets, alleys, rights of way, 
rights of ingress and egress, strips and gores. . 

i 
. f 

1.2. Refinery Equipment. Shall mean in addition to the improvements located on 
the Refinery Land, all of the petj;onal property, fixtures and equipment described in Exhibit 
"B," attached hereto and made a part hereof for all purposes (the "Refinery Equipment"). 

i 

·----------=-1.,=3.,____..B=ar=g=e-P....,oc ...... k.,. .• SMill_JF.:ean th~-~~!f~ce only of the certain 14.24 ~res of land, 
-,--

more·or less, situated in San Patricio County, Texas, and described by metes and bounds in 
the Exhibit "Ct attached hereto'. and made a part hereof for all .purposes (the ''Barge Dock''), 

··together with all impr.oveme~ts located thereon, and all and singular the rights and 
appµrtenances pertaining to th~ Barge Dock. 

1.4. Pipelines And :equipment. Shall mean all pipes, pipelines, valves, metering 
equiptne11t, pumps, if any, in, ort or under (i) the Refinery Land, (ii) the Refinery Equipment, 
?fld (iii) the Barge Dock ( coll~tively the "Pipelines And Equipment"). 

1.5. Superior Lease Agreement Sliall mean the certain Lease Agreement, dated 
I I 

January 16, 2006, by and between Norco an4 Superior Crude Gathering, Inc. ("Superior,) 
(the "Superior Lease Agteemeiit"), as amend¢d from time to time, true and correct copies of 
which have been delivered to ~EH, the receipt of which is hereby acknowledged by LEH. 

1.6. Pennitted Encumbrances. Shail mean all as set out in Exhibit "D,', attached 
hereto and made a part hereof for all purpos~s. · · 

1. 7. The items described in 1.1 through 1.5, above, are herein collectively called 
or referenced to as tht'. "Property." 

ARTICLE iI, Piirc~ase Price, Assumption Of Obligations, Indemnities. 

·2.1. · The purchase price for the Property shall consist ofLTRpaying Norco and 
a Related Company a total of Three Million Five Hundred Thousand Dollars ($3,500,000.00) 
cash, in the manner and as set forth in 2.3. hereof, and LEH and LTR, jointly and severally, 
asswning and being. solely responsible for costs, expenses and penalties in any way relating 
to (i) the EPA mandated· clean-up contemplated and provided for under the AOC's and 

· · Agreed Orders, currently, incllJding but not limited to, and con5isting of: (A) estimated Six 
Hundred Fifty-Five Thousand Dollars ($655,000.00) for the Removal Action clean-up; (B) 
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estimated Five Hundred Thousand Dollars ($500,000.00) for the RI/FS clean·up; (C) 
estimated Three Hundred Seventy-Five Thous@d Dollars ($375,000. 00) for EPA monitoring 
costs; and (D) estimated Five Hundred Tho~d Dollars ($500,000.00) EPA penalty; and 
(E) estimated Two Hundred Fifty Thousand DOilars ($250,000.00) rebate to Superior as set 
forth in 4.3. hereof. · 

2.2. LEH and LTR acknowledge tl)at the estimated clean·up, EPA monitoring 
costs and EPA penalty set out in 2.1., above, lu-e Norco' s best estimates of such costs and 
penalty arrived at in reliance upon current inforination and data supplied by Norco' s clean.up 
contractor, TRC Environmental, and the EPA as to the EPA penalty and monitoring costs, 
and that such costs and penaity may increase over time as the work pro'<~eeds, especially in 
view of the fact the EPA is currently in charge of the RJ/FS clean-up. Notwithstanding 

----~tlt!..!N~-~~~.f..~mC?~! to the coajrary, as part of the conside~tion for Norco 
. . conveying ~e Property to LTR, LEH and LTR, jointly and severally, shall be solely 
· responsible to the exclusion of Norco and/or a Related Company for any and all costs and 
·· penalties attributable to, directly or indirectly, the clean-up under the AOC's and -Agreed 

Orders and the rebate to Superior, with the further unders1anding that any sums paid oUt by 
LEH or LTR to complete the AOC' s and Agreed Orders to the EPA' s complete satisfaction, 
and to refund Superior per 4.3., below, less th~ the estimated costs, expenses, penalties and 
rebate to Superior set forth in 2.1., above, sruill inure to LEH's and/or LTR's benefit. . . . . 

2.3. The Three Million Five Hundr~d Thousand Dollars ($3,500,000.00) cash will 
be represented by promissory notes (the "Notes") made payable to Norco Qr order, and/or 
a Related Company, with interest on a reducirig principal at the rate of five percent ( 5%) per 
annum, and payable in agreed monthly installments. The Notes will be secured in their 
payment by liens reasonably satisfactory to "Norco and/or its Related Company. 

· 2.4. As securityfortheAOC's, Norco caused two (2) letters of credit to be issued 
ui favor of the EPA, each in the amount of Fi ye Hundred Thousand Dollars ($500,000.00). 
Norco is advised by the EPA that the EPA baS cashed in said letters of credit and is holding 

1 

the cash proceeds in EPA controlled bank acc~unts to be used as needed. After the clean-up 
is .contemplated by the AOC's has been completed, any funds remaining in the EPA's 
acc01mts shall remain the property of and be Payable to Norco to the exclusion of LEH and 
L1R . . 

2. 5. As part of the consideration for Norco and/or a Related Company conveying 
the Property to L TR in accordance with the tenns and provisions of this Letter Agreement, 
LEH and L TR, jointly and severally, do hereby unequivocally state as follows: THAT IBEY 
HA VE CONDUCTED THEIR OWN INDEPENDENT INVESTIGATION OF THE 
PROPERTY, AND ARE SATISFIED THAT TIIE PROPERTY IS SUITABLE FOR 
TIIE PURPOSES FOR WHICH LEH AND/OR LTR INTENDS TO USE THE 
PROPERTY; 
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--~·--

LEH AND L ~ JOINTLY AND SEVERALLY, ACKNOWLEDGE THAT 
NEITHER NORCO NOR ANY AGENT OF NORCO NOR ANY RELATED 
COMPANYHAS MADE ANY WARRANTIES OR REPRESENTATIONS AS TO 
THE PHYSICAL CONDITION, LAYOUT, ENVIRONMENTAL CONDITION, 
OPERATION OR ANY OTIIER MATTER :oR THING AFFECTING OR RELATINd 
TO THE PROPERTY OR THIS LEITER AGREEMENT, EXCEPT AS 
SPECIFICALLY SET FORTH IN IBIS LEITER AGREEMENT, AND THAT LEH 
ANDLTRARENOT RELYING UPON AN;f STATEMENT ORREPRESENTATION 
MADE BY ANY OTHER PERSON OR ENTITY THAT IS NOT EMBODIED IN 
TIIlSLETIERAGREEMENT. LEHANDLTR,JOINTLY ANDSEVERALLY,HEREBY 
(A) EXPRESSLY ACKNOWLEDGE TlIA T NO SUCH WARRANTIES OR 
Jlli.P~.S.E.NTATIONS HA.VE BEEN_MADE EXCEPT AS SPECIFICALLY SET 
FORTH IN THIS LEITER AGREEMENT; (B) AGREE TO TAKE-AND-ACCEPf·-·--··~-·-·---

THE PROPERTY "AS IS" SUBJECT TQ ITS CONDITIONS ON THE CLOSING 
DATE (SUBJECT · TO THE TE~S OF TIDS LETTER AGREEMENT 
CONCERNING TITLE), AND (C) AGREE THAT THE PROPERTY IS 
SATISFACTORY TO LEH AND/OR LTR, JOINTLY AND SEVERALLY, IN ALL 
RESPECTS. LEHANDL~JOINTLY ANDSEVERALLY,ACKNOWLEDGE THAT 
NORCO OR ITS RELATED COMPANY IS NOT LIABLE OR BOUND IN ANY 
MANNER. BY ANY VERBAL , OR WRITTEN STATEMENTS, 
REPRESENTATIONS, OR OTHER INFORMATION PERTAINING TO THE 
PROPERTY OR ITS OPERATION OR'. ANY OTHER MATIER OR THINGS 
FURNISHED BY ANY REAL ESTATE BROKER, AGENT, EMPLOYEE, 
SERVANT~ OR ANY OTHER PERSON; UNLESS SPECIFICALLY. SET FORTII 
HEREIN. THEPROVISIONSOF1HIS SECTION2.5. SHALLSURVNE THE CLOSING. 

· · 2.6. As additional consideration foi:Norco and/or the Related Company eonveying 
the Property to L TR, LEH mid L TR, jointly and severally, do hereby agree to INDEMNIFY, 
DEFEND ANb HOLD HARMLESS NORCO, ITS RELATED COMPANY AND THEIR 
OFFICERS, DIRECTORS, SHAREHOLDERS, AGENTS AND A TTbRNEYS 
(COLLECTIVELY THE "INDEMNIFIED PARTIES"), FROM ANY AND ALL 
LIABILITY, LIENS, DEMANDS, COSTS, JUDGMENTS, SUITS, EXPENSES AND 
CLAIMS OF ANY KIND OR CHARACTER ARISING OUT OF, IN CONNECTION 
WITH, OR RELATING IN WHOLE OR IN PART TO OR IN ANY WAY CONNECTED 
WITH (A) THE OPERATION, OWNERSHIP, CUSTODY OR CONTROL OF TI.IE 
PROPERTY SUBSEQUENT TO THE CLOSING AND/OR (B) ANY OPERATION OR 
ACTIVITY HEREAFTER CONDUCTED BY LEH AND/OR LTR, OR ANY OF THEIR 
AGENTS, CONTRACTORS, EMPLOYEES, LICENSEES, OR INVITEES, IN, ON, 
ABOUT, UNDER, OR PERTAINING TO THE PROPERTY, INCLUDING, BUT NOT 
l.IMITED TO, CLAIMS FOR INJURY OR DEATH OF ANY PERSONS OR DAMAGE, 
LOSS OR DESTRUCTION OF ANYPROPERTY, REAL OR PERSONAL, UNDER ANY 
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TIIEORYOFTORT,CONTRACT,STRICTLIABILITYOROTHERWISE, WIIlCHHAS 
OCCURRED OR RELATES TO PERIODS OF TIME ON, OR AFTER THE CLOSING. 
LEH AND LTR JOINTLY AND SEVERALLY, FURTHER COVENANT AND AGREE 
TO DEFEND ANY SUITS BROUGHT AGAINST ANY OF THE INDEMNIFIED 
PARTIES ON ACCOUNT OF SAID CLAIMS AND TO PAY ANY JUDGMENTS 
AGAINST ANY OR ALL OF THE INDEMNIFIED PARTIES RESULTING FROM ANY 
SUCH SUIT OR SUITS, TOGETHER wrTII ALL COSTS AND EXPENSES RELA TIVB 
TO ANY SUCH CLAIMS, INCLUDING, BUT NOT LIMITED TO, ATTORNEY'S FEES 
AND COURT COSTS. EACH OF TIIE INDEMNIFIED PARTIES SHALL HA VE TilE 
RIGHT TOP ARTICIP A TEAT ITS OWN COST AND EXPENSE IN THE DEFENSE OF 
ANY SUIT OR CLAIM IN WHICH TIIEY (OR A.NY OF 11IBM) MAY BE A PARTY 
WI'IlIOUTRELIEVING LEH AND/OR L TR OF THEIR OBLIGATIONS HEREUNDER. 

......... ·--·-....... , .. _ --·---·--... ·---· ·-
·· · THE FOREGOING INDEMNITY SHALL APPL YWHETIIER OR NOT ARISING 
· pUT OF THE SOLE, JOINT, OR CONCURRENT NEGLIGENCE, FAULT OR STRICT 

.... LIABILITY OF ANY OF THE INDEMNIFIED PARTIES AND SHALL APPLY, 
. WITHOUT LIMITATION, TO ANY LIAJ3ILITY IMPOSED UPON ANY OF Tiffi 

INDE:tvf.NIFIED PARTIES AS A RESULT OF ANY THEORY OF S1RICT LIABILITY 
OR ANY OTIIBR DOCTRINE O~ LAW OR EQUITY. . 

- 2.7. ALL REPRESENTATIONS, COVENANTS, WARRANTIES AND 
INDEMNITIES MADE HEREIN BY THE PARTIES SHALL BE CONTINUING AND 
SHALL BE TRUE AND CORRECT ON AND AS OF THE DATE OF CLOSING WITII 
THE SAME FORCE AND EFFECT ASIF MADE AT THAT TIME (AND SHALL INURE 
TO THE BENEFIT OF THE RESPECTIVE SUCCESSORS AND ASSIGNS OF TIIE 
PARTlES), AND ALL OF SUCHREPRESENTA TIONS, COVENANTS, WARRANTIES, 
AND INDEMNITIES SHALL SURVIVE THE CLOSING AND TIIBDELIVERY OF THE 
CLOSING DOCUMENTS. 

ARTICLE Ill; C1osing . 
. ' 

3.1. At the closing, which is scheduled for February 29, 2012, Norco and the 
Related Company shall convey the Refinery Land, the Refinery Equipment, the Barge Dock 
and Pipelines And Equipment free and clear of all liens, claims or other encumbrances except 
only for the Superior Lease · Agreement and other ''Permitted Encumbrances." Said 
conveyance shall contain the following provisions and shall be signed by L TR 
ackn~wledging its acceptance ·of the language of such provisions: 

GRANTOR HAS EXECUTED AND DELIVERED nns DEED AND HAS 
GRANTED, BARGAINED, SOLD AND CONVEYED TIIE PROPERTY, AND 
GRANTEE HAS ACCEPTED THIS DEED AND HAS PURCHASED THE 
PROPERTY, AS IS, WHERE IS, AND WITH ALL FAULTS, IF ANY, ·AND 
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WITHOUT ANY REPRESENTATIONS OR WARRANTIES WHATSOEVER, 
EXPRESS OR IMPLIED, WRIITEN OR ORAL, IT BEING TIIE INTENTION OF 
GRANTOR AND GRANTEE TO EXPRESSLY NEGATE AND EXCLUDE ALL 
REPRESENTATIONS AND WARRANTIES, INCLUDING, BUT NOT LIMITED TO 
(A) THE CONDIDON OF TIIB PROPERTY OR ANY ELEMENT THEREOF, 
INCLUDING, WIDIOUT LIMITATION, WARRANTIES RELATED TO 
SUITABILITY FOR HABITATION, MERCHANTABILITY OR FITNESS FOR A 

. PARTICULAR PURPOSE; (B) THE NATURE OR QUALITY OR CONSTRUCTION, 
STRUCTURAL DESIGN OR ENGINEERING OF TilE IMPROVEMENTS; (C) THE 
QUALITY OF THE LABOR AND MATERIALS INCLUDED IN THE 
IMPROVEMENTS, . (D) THE SOIL CONDITIONS, DRAINAGE OR OTHER 
CONDITIONS EXISTING AT THE PROPERTY WITH RESPECT TO ANY 

______ __ _ ___ X~.R1JCU~JURPOSE OR BY ANY DESCRIPTION OF TIIE PROPERTY; (E) . 
,. ALL WARRANTIES CREATED BY-AN AFFIRMATIONOF-FACT OR-PRbMisir- ---·--

. · · OR BY ANY DESCRIPTION OF THE PROPERTY; (F) THE PRESENCE ON 11IB 
PROPERTY OR RELEASED FROM THE PROPERTY OR SURROUNDING 
AREAS, OF ANY HAZARDOUS SUBSTANCES, SOLID TOXIC CHEMICALS OR 
OTHER MATERIALS; AND (G) ALL OTHER WARRANTIES AND 
REPRESENTATIONS WHATSOEVER, .EXCEPT THE WARRANTY OF TITLE 
EXPRESSLY SET FORTH HEREIN. 

. . 
3.2. A Bill of Sale, covering and conveying the Refinery Equipment and the 

Pipelines And Equipment "AS IS," "WHERE IS" and 'WITH ALL FAULTS" in the fonn 
substantially the same as that attached hereto as Exhibit "G" and made a part hereof. 

3.3. An Assignment without recourse of all ofNorco's rights, titles, interest and 
obligations in, to and under the Superior Lease .Agreement in the form substantially the same 
as that attached hereto ·as Exhibit "H'' and made a part hereof. 

3.4. Norco and the Related Company and LEH and/or LTR agree to execute and 
deliver at the Closing or cause to be executed and delivered at any time thereafter such other 
documents as the other party hereto may reasonably require in order to fully consummate the 
pm-chase, sale, conveyance, assumption· of liabilities and indemnities contemplated 
hereunder. 

3.5. In addition, LEH and/or LTR,jointly and severaly, shall assume and be s0lely 
responsible for all of Norco' s obligations in, to and under the Superior Lease Agreement and 
shall indemnify ·and hold harmless, jointly and severally, the Indemnified Parties arising in 
any way out of and/or related to~ directly or indirectly, the Superior Lease Agreement. 

3.6. NotWitµstanding anything to the contrary in this Letter Agreement, LEH 
acknowl.edges that ·it has requested title to the Property be conveyed to LTR as an 
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accommodation to LEH. In view of such, LEH does hereby guarantee (A) the prompt 
payment of the Notes in accordance with their terms, (B) the prompt and faithful 
performance of all of the obligations imposed on L TR under the lien documents, and (C) the 
prompt and faithful performance of all of the other obligations assumed by and/or imposed 
on LTR under this Letter Agreemen4 including, but not limited to, the AOC's and the 
Agreed Orders. 

ARTICLE IV, Miscellaneous. 

4.1. Clean-Up Payments. Retroactive to November 23, 2011, as part of the · 
ongoing consideration forth~ conveyance of the Property to L TR, LEH and L TR, jointly and 
severally, shall fund on a current basis the clean-up program being conducted by Norco 

- ------ -PlJISU.aD.t to the RemQval Action Agreed Order and related AOC, e~~P.~f ~!:_!~e es:-c~ro_w-=----­
amounts required under the Agreed Orders. Such fund.in$ shall include, but not be limit.eel 

· · to,the·items set forth in paragraphs 9 and 10 of the RI/FS Agreed Order. LEH and Norco, 
subsequent to the Closing, shall use their combined best efforts to cause the EPA to reinstate 
the RIIFS Agreed Order in favor ofNorco the Rl/FS Agreed Order, and if successful, LEH 
and LTR,jointly and severally, shall be solely responsible for (and fund on a current basis), 
costs also incurred in connection with clean-up activities required under the RI/FS Agreed 
Order ,and'refated AOC. IfLEH and Norco are not successful in causing the EP Ato reinstate 
the RI/FS Agreed Order in favor of Norco, LEH and/or LTR, jointly and severally, 
nonetheless agree to indemnify and hold harmless Norco from and against any and all claims, 
demands and/or causes of action reasonably related to the Agreed Orders and the AOC' sand 
made by th~ EPA against Norco. 

4.2. TRC ContraQ!or. TRC will continue as contractor to complete the clean-up 
program, with a contractor ofLEH's selection providing oversight of the clean-up work and 
who will report directly to LEH and will look to LEH only for its compensation for work to 
be performed at the Falcon Refinery and whicb shall not be considered a clean-up cost 
related to the AOC's and Agreed Orders. 

4.3. Superior Crude Gathering, Inc. Lease Agreement: LEH and L TR, jointly and 
severally, acknowledge that the Falcon Refinery is subject to a Lease Agreement with 
Superior Crude Gathering, Inc. Under the terms of the Supetjor Lease Agreement, LEH 
and/or L ~ upon the closing of the conveyance contemplated herellllder, would have the 
nght to tenninate the Superior Lease Agreement, with Superior having Two Hundred 
Seventy (270) days· to remove its operation from the Falcon Refinery. The Superior Lease 
Agreement is scheduled to terminate by its own terms in June of2013, and has paid Norco 
in advance rent covering that period of time from the present up until the termination of the 
Lease Agreement. Any cash consideration that must be paid to Superior in connection· with 
the termination of the Superior Lease Agreement shall be payable by LEH and/or LTR, 
jointly and severally, pur$uant to the Superior Lease Agreement . 
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. 4.4. Norco and LEH agree 1hat this Letter Agreement supersedes and takes the 
place of the certain letter agreement, dated November 23, 2011, which letter agreement is 
hereby rendered null and void. · 

If the foregoing correctly sets forth the agreement of the parties as to the subject matter of 
this Letter Agreement, then please sign duplicate originals of this Letter Agreement hi the space 
provided below and return one executed duplicate original to the undersigned. · 

NATIONAL OIL RECOVERY CORPORATION 

-By-;- ··ft_;tft·/J;;;_~----------
;r. ~ ~f?d;vtr;e.. , Authorized Signatory 

NORCOROM INDUSTRIES, SRL 

By:•~~~ 
Nelt:rlVi:. Velicescu 

.ACCEPTED: 

LAZARUS ENERGY HOLDINGS, LLC 

LAZARUS TEXAS REFINERY I, LLC 



EXHIBIT "A" TO 
LETIERAGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

FIELDNOTE DESCRIPTION of a portion of Lots 4 and 5, Block 0, Burton and Danforth Subdivision, as 
shown by map recorded in Volume 152, Page 1, Deed Records, San Patricio County, Texas, described as 
follows: 

COMMENCING at the southeasterly corner of said Lot 4, being at the intersection of the centerline of Fann­
to-Market Road 2725 with the centerline of a 40.00 foot public roadway between- Blocks N and 0 of said 
subdivision; 

THENCE, along the centerline of said 40.00 foot roadway arid the south~rly boundary of said Lot4, N. 55° 
23' 00 .. W, at 50 .00 feet past the westerly rigbt-of .:wayofsSfcfFarm-tO~Market Road, in all l S6.12 feet to the 
POINT OF ~EGINNING of this tract; 

THENCE, continuing along said centerline and boundary, N 55° 23' 00" W, 503.,88 feet to the southwesterly 
comer of said Lot 5; 

THENCE, along the wester.ly boundary of said Lot 5, N 34° 37' 00" E, at20.00 feet pasta 5/8 inch .iron rod 
found on the northerly right-of-way of said 40.00 foot roadway, in all 685.00 feet to a brass monument in 
concrete found; · · 
THENCE, S 55° 23' 00" E, 610.00 feet to a 5/8 inch iron rod set on the westerly right--0f-way of said F aim-to-
Market Road; · 

THENCE, along said westerly right-of-~ay, S 34° 37' 00" W, 501.25 feet to a 5/S inch iron rod found; 

THENCE, N 55° 23' 00" W, 106.12 feet to 11: 5/8 inch iron rod found; 

THENCE, S 34° 37' 00" W, at 163. 75 feet past a 5/8 inch iron rod found on the northerly right-of-way of said 
40.00 foot roadway, in all 183.75 feet to the POINT OF BEGINNING. 

CONTAINING 9 .145 acres. more or less, of which 0.231 acre is in road right-of-way. 

FIELD NOTE DESCRIPTION in all of Lots 1 and 2, and a portion of Lot 3, Block N, and a portion of Lots 
1 and 2, Block M, and all of Lot 4, Block ll. and a portion of Lot 4, Block JJ, Burton and Danforth 
Subdivision, as shown by map recorded in Volume 152, Page 1, Deed Records, San Patricio County, Texas, 
described as follows: · 

Exhibit "A" 
Page 1Of3 



COMMENCING atthe northwesterly comer of said Lot 3, Block N, being at the intersection of the centerline 
of Farm-to-Market Road 2725 with the centerline of a 40.00 foot roadway between BlockS N and 0 of said 
subdivision; 

THENCE, along the centerline of said 40.00 foot roadway and the northerly boundary of said Lot 3, S 55°23' 
00 11 E, 50.00 feet to the easterly right-of-way of said Farm-to-Market Road for the POINT OF BEGINNING 
of this tract; 

THENCE, along said easterly right-of-way, S 34° 3TOO" W, at20.00 feet pasta 5/8 inch iron rod set on the 
south.erly right-of-way of said 40.00 foot roadway, at 1300.00 feet past a 5/8 inch iron rod set on the northerly 
right-of-way of 40.00 foot roadway between Blocks Mand N of said subdivision, in all 1320.00 feet to a 5/8 
inch iron rod set on the southerly boundary of said Lot 3, Block N, being on the centerline of said 40.00 foot 
roadway; · 

THENCE, along said centerline and southerly boundary, S 55° 231 00" E, 280.00 feet to a 5/8 inch iron rod 
set at the southeasterly corner of said Lot 3, Block N, being the northwesterly comer of Lot 2, Block M; 

THENCE along the westerly boundary of said Lot 2, S 34° 37' 00" W, at 20.00 feet past the southerly right-
---o_,f..-_way of said 40.0-0rooTfoaaway, malrbliOJ>UTeet to a 37s-"mcff1?oii-roo set;-----·---.·--··-----·---···-----.. ·····-··-

THENCE, S 55° 23' OQ" E, at 630.00 feet past the westerly right-of-way of a 60.00 foot roadway between 
BlOcks Mand JJ, at 660.00 feet past the centerline of said roadway and boundary between said Blocks M 
and JJ, in all 690.00 feet to a 5/8 inch iron rod found on the easterly right-of-way of said 60.00 foot roadway; 

THENCE, along said easterly right-of-way, N 34° 37' 00" E, 420.89 feet to a 5/8 inch iron rod found; 

THENCE, S 57° 11' 36" E, 219.92 feet to a 5/8 inch iron rod found; 

THENCE, N 36° 16' 05" E, 252.27 feet to a 5/8 inch iron rod found on the northerly right-of-way of a 40.00 
foot roadway between Blocks JJ at}d II; · · · 

THENCE, along said northerly right-of•way, S 55° 23' 00" E, 72.92 feet to a 5/8 inch iron rod set ori the 
~undary between Lots 3 and 4, Block II; 

THENCE, along said boundary, N 34° 37' 00" E, at 1280.00 feet pass a 5/8 inch iron rod set on the southerly 
right-of-way of a 40.00 foot roadway between Blocks lI and HH, in aU 1300.00 feet to the centerline of said 
roadway, being the northeasterly comer of said Lot 3, Block II; · 

THENCE, along said centerline and the boundary between Blocks' II and HH, and the boundary between 
Blocks N and 0, N 55° 23' 00" W, 1270.00 feet to the POINT OF BEGINNING. 

CONTAINING 50.113 acres, more or less, of which 4.070 acres is in road right-of-way. 
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Lots 1, 2, and 3, Block II, Burton and Danforth Subdivision, as shown by map recorded in Volume 
152, Page l, Deed Records, San Patricio-County, Texas. 

·-____ _, ... --·-·-·------. ··-- -~· -------- -·-·--··--···-·- - ·-···"'· ·-'"'"•··-······-----

Exhibit "A" 
Page3Of3 



EXHIBIT ''B" TO 
LETI'ER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

1. A 10,000 or 12,000 bid atmospheric crude distillation unit 

2. A 30,000 bid atmospheric crude distillation unit ' 

3. A 20,000 b/d vacuum distillation unit 

4'. A 15,000 b/d naphtha stabilizer 

_ __ .-2:._ _____ Tankage c~!l~!-~~ng~.f..~-~!.~~.age t~~s, with an :,~~11~-~I total capaci~~~ ~P.P!..C!~!~~~~-~ -~.~-~Q~~-·---·· .. ·-- --· 
barrels of ~orage 

' • 
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EXHIBIT ~en TO 
LE'ITER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

FIBLDNOTES for a 14.24 acre tract of land being all of Lot I, Bay Block B, the West 509.29 feet 
of Lot 2, Bay Block 8, the South 130 feet of Lot 4, Bay Block 7, a portion of Ocean Drive and a tract of land 
between the East boundary of Ocean Drive and Redfish Bay, all as shown on the Burton & Danforth 
Subdivision map as recorded in Volume l, Page 3, Plat Records of Aransas County, Texas and a certified 

. copy of such map is recorded in Volume 152, Page I of the San Patricio County, Texas Deed Records; 

BEGINNING at a 1/2 inch iron rod found (marked R.P.L.S. 1523) at the West comer of said Lot 2 
on the Southeast right-of-way line of Bay Avenue (6_0 foot wide rigbt-of-v.:ay with variable width caliche 
surface) for the West comer of this survey; 

- ----······--·THENCE Nortli-34"37'1'00" East, iilOng sa1dSoutlieasfngfii..Ot:Y.ray llne, at 33o:oo1eeT"pass-il"I/2 .... .. _ .. __ . -~--... -
inch iron rod found (marked R.P.L.S. 1523) at the North comer of'said Lot 2 and the West comer of said Lot 
1, in all a distance of 640.00 feet to a 112 inch iron rod found (marked R.P.L.S. 1523) on the Southwest right-
of-way line of Sun Ray Road (40 foot wide right-of-way with 22 foot wide asphalt surface) for the North 
comer of said Lot 1 and a corner of this survey; · 

TIIENCE South 55• 30' 35" East along said Southwest right-of-way line at 901.00 feet a 1/2 inch 
iron rod found (marked R.P L.S. 1523) bears South 34 • 29' 25" West 2.0 feet, in all a distance of913.24 feet 
to the West right-of-way line of Ocean Drive for the East comer of said Lot I and inside comer of this 
survey; 

TIIENCE North 16. 32 55" East, along the West right-of-way line of Ocean Drive (80 foot wide 
right-of-way unimproved) 42.04 feet across Sun Ray Road to a 5/8 inch iron rod found at the South comer 
of Lot 4, Block 7 for an inside comer of this survey; · 

THENCE North 55• 30' 35'' West along the Northeast right-of-way line of Sun Ray Road, at 13.46 
feet a 1/2 inch iron rod found (marked R.P .L.S. 1523) bears South 34 • 29' 25" West 2.0 feet in all a distane;e 
of 900.19 feet to a 1/2 inch iron rod found (marked R.P.L.S. 1523} at the West comer of said Lot 4 on the 
Southeast right-of-way line of Bay Avenue, for a corner of this survey; 

THENCE North 34 • 3 7' 00" East along said Southeast right-of-way line 130.00 feet to a 3/4 inch iron 
rod with flattened top found for the North comer of this survey; 

TIIENCE South 55° 30' 35" East, parallel to the Northeast right-of-way line of Sun Ray Road and 
130 feet distant therefrom measured at right angles thereto, at 840..4 l feet a 1/2 inch iron rod found (marked 
R.P.L.S. 1523) bears South 34• 291 25" West, 1.85 feet at 857.83 feet cross the West right-of-way line of 
Ocean Drive, at 861. 02 feet pass a 5/8 inch iron rod in concrete found, at 941.92 feet cross the East right-of­
way line of Ocean Drive in all a distance of l,038.69 feet to the shoreline of Red Fish Bay; 
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THENCE along the shoreline of Red Fish Bay, South 20• 50' 26" West at l.81 feet a 112 inch iron 
rod found (marked R.P .. L.S. 1523) bears North 69• 09' 34'' West 2.24 fee4 in alt a distance of 89.75 feet to 
an angle point in said shoreline; 

THENCE continuing along said shoreline South ()o• 40' 20" West 80.69 feet and thenc.e South 13 • 
50' 3611 East 48.81 feet to the beginning of a concrete bulkhead; 

THENCE along the outside face of said concrete bulkhead as follows: 
South 73• 37' 0011 East 15.96 feet; 
South 20· 16' 30" West.29.72 feet; 
North 71" 29' 02" West 48.32 feet; 
South 18 • 17' 1 S" West 78.59 feet; 
South 11 • 03' 51 ''.East 53.00 feet and South ts• 42' l l" West 193:54 feet to the end of said 
concrete bulkhead; 

THENCE continuing with the shoreline of Red Fish Bay as follows: 
South 40· 43' 53" West 74.95 feet; 
South so· 50' 46" West. 42.44 feet; 

·- - -so-UffiTf ... IF'f5" West 141.77 feet and SoutlC2~T8131TWest9""3.83"feet iO apomton llie 
Southeasterly extension of the common boµndary of Lots 2 and 3 Bay Block 8 for the South 
comer of this survey; 

·nIBNCB with a wire fence along said Southeasterly extension, North 5 s· 30' 3 5" West at 82.04 feet 
a 1/2 inch iron rod found (marked R.P.L.S. 1523) bears South 34• 29' 25" West 2.69 in all a distance of 
132.15 feetto the center! ine of Ocean Drive for a corner of this survey, from which comer a 2 inch iron pipe 
found on the West right-of~way line of Ocean Drive bears North 55• 30' 35" West 42.04 feet and thence 
South 16" 32' 55" West 1.47 feet; 

THENCE with the centerline of Ocean Drive North 16" 32' 55" East, 346.87 feet to a point on the 
Southeasterly extension of the common boundary of Lots I and 2, Bay Block 8, for an inside comer of this 
survey; 

THENCE along last mentioned Southeasterly extension North 55• 30' 35" West 42.04 feet to the 
South comer of said Lot 1 and the East corner of said Lot 2j on the West right-of-way line of Ocean Drive; 

THENCE North ss· 30' 35'' West along the common boundary of said Lots 1 and 2 at 2.64 feet, a 
112 inch iron rod found (marked R.P.L.S. 1523) bears South 34• 29' 25" West 2.77 feet in an a distance of 
505.01 feet for an inside corner of this survey~ · · 

THENCE South 34• 37'00" West at l.12 feet pass a 1/2 inchironrodfound (markedR.P.L.S.1523) 
in all adistanceof330.0 feet to a wire fence on the common boundary of saidLots2 and3, Bay Block 8 for 
a comer of this survey, from which comer a 112 inch iron rod found (marked R.P .L.S. 1523) bears South 34• 
37' 0011 West 1.12 feet; 

THENCE North ss· 30' 3511 West with said wire fence on the common boundary of said Lots 2 and 
3,509.29 feet to the POINT OF BEGINNING, save and except 2.5· acres conveyed from National Oil 
Recovery Corporation to Pi Energy Corporation, by Special Warranty Deed, dated August 17, 1998, to which 
Special Warranty Deed reference is hereby made for a description of said 2.5 acres of land. 
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EXHIBIT "D" TO 
LETTER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

Pennitted Encumbrances 
Tracts 1. 2 & 3 

I. Rights of mineral estate owners and to the rights of those that hold under them; 

2. Easement, dated April 19, 1978, from Uni Oil, Inc. to Central Power and Light Company, 
recorded in Volume 886, Page 89, Deed Records, San Patricio County, Tex.as; 

~; Koad-flglits-of-way as shown on~tfie Burt0n'&'"'i5anfortfi-SUbdivfsion-Maprecorded in _ ____ _ 
Volume 152, Page 1, Deed Records, San Patricio County, Texas; 

4. Easement, dated February 8, 1979, from Uni Oi'l Co. to Central Power and Light Company, 
recorded in Volume 807, Page 299, Deed Records, San Patricio County, Texas; 

5. Agreement, dated February 2, 19.65, from Brashear-Irwin Industries, Inc. to T.L. :Bishop, 
recorded in Volume 311, Page 124, Deed Records, San Patricio County, Texas; 

. 6. Term and conditions of reservation of fee title to one certain fresh water line along with 
easement relative thereto as set out in Deed, dated June 22, i968, from Brashear Industries, Inc. to L.V. 
Elliott, Trustee, recorded in Volume 372, Page 161~ Deed Records, San Patricio County, Texas; 

7.. Assignment Of Covenant to extend channel, dated October 25, 1977, from Mark P. 
Baajavich, et al, to T. Michael Hajecate, et al, recorded in Volume 567, Page 469, Deed Records, San 
Patricio County, Texas; 

8. Right-of-Way, dated July J 5, l952, from Conn Brown to United Gas Pipe Line Company, 
recorded in Volume 176, Page 485, Deed Records, San·Patricio County, Tex.as; 

9. Right-of-Way, dated September 23, 1953, from E.D. Richmond, et al, to Sunray Mid-
Continent Oil Company, recorded in Volume 297, Page 283, Deed Records, San Patricio CountY, Texas; 

10. Right-<>f-Way, dated March 16, 19.62, from E.D. Richmond, Jr., et al, to the State of Texas, 
recorded in Volume 276, Page 109, Deed Records, San Patricio County, Texas; · 

11. Right-of-Way, dated July 3, 1934, from R.K. Coleman to San Patricio County, recorded in 
Volume 105, Page 497, Deed Records, San Patricio County, Texas; · ·, 
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12. Oil, gas and mineral leases, reservation of mineral interests, pooling arrangements, right-of-
way agreements, easements, and mineral deeds affecting the Property and of record in the office of the 
County Clerk of San Patricio County, Texas. 

Barge Dock · 

Any and all restricti.ons, covenants, easements, oil, gas and mineral leases, oil, gas and mineral deeds, 
oil, gas and mineral reservations, rights-of-way, if any, pertaining to the Barge Dock, but only to the extent 
any of the foregoing are shown of record in the office of the County Clerk of San Patricio County and are 
still in effect with respect to the Barge Dock, and to all z.oning laws, regulations and ordinances of municipal 
and/or governmenta1 authorities, if any, but only t(,) the extent they are still in effect and relate to the Barge 
Dock. 

------------·--···-............. , . ..... . . .. o..( , • ••• • ••••• --·········- · ··--
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. I 

NATIONAL JIL REcOVERY Co'Ju.oRA TION 
2001 OCEAN BOULBVARD, #520 

Mr. Jonatluin Carroll 
Director. 
,l,;~En~gy Holdings, LLC 
~Tfi~s, Suite 2100 
Houston, Texas 77002 

Mr. Jonathan Carroll 
Director 
Lazarus Texas Refinery I, LLC 
801 Travis, Suite 2100 

-----1f~()02 

In Re: Falcon Refinery 

Gentlemen: 

. LONG SLAND, NBW YORK 11509 
(516) 239-8735 

ebruary23, 2012 

··-· - ----···· ·· ---·-·····--- ---- - - ------'----

j 

J 

Representatives of National op Recovery Corporation ("Norco") and LazaruS Energy 
Holdings, LLC, a Delaware limited lial1ility c-0mpany authorized to do business in Texas ("LEW') 
have discussed the prospect of LEH o;r a subsidiary thereof, Lazarus Texas Refinery I, LLC, a 
Delaware limited liability company authorized to do business in Texas (''LTR") purchasing from 
Norco and Norcorom Industries, SRL,i a related company ("Related Company"), Norco 's land, 
equipment, pipelines and barge facilit located in Ingleside, San Patricio County, Texas, and 
commonly known as the "Falcon Refi!E." LEH and L TR are aware that the Falcon Refinery has 
been designated by the Enviro~ental P otectionAgency ("EPA") as a Superfund Site and is subject 
to remediation and clean-up in accord . ce with two Administrative Orders On Consent, dated June 

- ~' 2004, between the EPA and Norcof to which reference is hereby made for all purposes (the 
"AOC's"), as well as an Agreed Ord~r for resumption of removal work, dated May 2, 2011 
e1Removal Action Agreed Order'~, and an Agreed Order for resumption of Remedial Investigation 
and Feasibility Study, dated September I 6, 2011 ((RI/FS Agreed Order") ( collective~y, the "Agreed 
Orders,'). In addition LEH and L TR arf aware that Norco has received from the BP A a Notice Of 
Deficiencies, dated October 26, 2011, ilative to the RJ/FS Agreed Order, and since then ·the EPA 
has taken over the work contemplated ry the RI/FS Agreed Order and related AOC. . 

I 

Norco and LEH and LTR havelnegotiatedthe sale and conveyance of the Falcon Refinery 
to LTR pursuant to the following te~ and provisions: 

I 

~RTI~LE I, Definitions. For purposes ~f this Letter Agreement, the following terms shall have the 
meanings ·set forth below: I . l 

·i 
I 

l 
i 
i 
i 
I 
I 
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1.1 Refi.nezy Land. ~hall mean the surface only of the certain 87 .258 acres of 
land, more or less, situated in $an Patricio County, Texas, and described by metes and 
boundS in Exhibit "A'' attached ~ereto and made a part hereof for all purposes (the "Refinery 
Land'), together with all impro~ements located thereon, and all and singular the rights and 
appurtenances pertaining to the ~efmery Land, including, but not limited to, all of Norco 's 
rights, titles and interest, if any, in and to all adjacent easements, streets, alleys, rights of way; 
rights of ingress and egress, strips and gores. 

1.2. Refinery BquipJent. Shall mean in addition to the improvements located on 
the Refinery Land, all of the pe~onal property, fixtures and equipment described in Exhibit 
"B," attached hereto and made a part hereof for all purposes (the "Refinery Equipment"). 

' 

--- --- ----=1.3: Barge Dock: Shhll_~ean th~~~!f?ce only of the certain 14.24 acres ofland, 
more·or less, situated in San Pairlcio County, Texas, and described by metes and bounds in 
the Exhibit "C," attached hereto and made a part hereof for all purposes (the "Barge Dock''), 

-. · together with all improveme~ts located thereon, and all and singular the rights and 
appµrtenances pertaining to th~ Barge Dock. 

1 

1.4. Pipelines And Equipment. Shall mean all pipes, pipelines, valves, metering 
equipment, pumps, if ~y, in, ori or under (i) the Refinery Lanc4 (ii) the Refinery Equipment, 
~d (iii) the Barge Dock (colle~tively the "Pifelines And Equipment"). 

1.5. Superior Lease Agreement Sliall mean the certain tease Agreement, dated 
January 16, 2006, by and betw~en Norco an4 Superior Crude Gathering, Inc. (uSuperior") 
(the "Superior Lease Agreement"), as amend~d from time to time, true and correct copies of 
which hilve been delivered to LEH, the receipt of which is hereby acknowledged by LEH. 

1.6. Permitted Encumbrances. Shall mean all as set out in Exhibit "D," attached 
her~to and made a part hereof for all purpos~s. · · 

1. 7. The items described in 1.1 through 1.5, above, are herein collectively called 
or referenced to as the "Property." 

ARTICLE ii, Pllrc~ase Price, Assumption Of Obligations. Indemnities, 

·2.1. · The purchase price for the Property shall consist ofLTR paying Norco and 
a Related Company a total of Three Million Five Hundred Thousand Dollars ($3,500,000.00) 
cash, in.the manner and as set forth in 2.3. hereof. and LEH and LTR,jointly and severally, 
assuming and being solely responsible for costs, expenses and penalties in any way relating 
to (i) the EPA ma,ndated'. clean-up contemplated and provided for under the AOC' s and 

· · Agreed Orders, currently, inchJding but not limited to, and con8isting of: (A) estimated Six 
Hundred Fifty-Fiv~ Thousand Dollars ($655,000.00) for the Removal Action clean-up; (B) 



..... 
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estimated Five Hundred Thousand Dollars ($500,000.00) for the RIIFS clean-up; (C) 
estimated Three Hundred Seventy-Five Tbous$dDollars ($375,000.00) for EPA monitoring 
costs; and (D) estimated Five Hundred Tho~d Dollars ($500,000.00) EPA penalty; and 
(E) estimated Two Hundred Fifty Thousand DOilars ($250,000.00) rebate to Superior as set 
forth in 4.3, hereof. · 

2.2. LEH and L TR acknowledge tQ.at the estimated clean-up, EPA monitoring 
costs and EPA penalty set out in 2.1., above, are Norco' s best estimates of such costs and 
penalty arrived at in reliance upon currentinforination and data supplied by Norco' s clean-up 
contractor, TRC Environmental, and the EPA as to the EPA penalty and monitoring costs, 
and that such costs and penalty may increase over time as the work proceeds, especially in 
view of the fact the EPA is currently in chaige of the Rl/FS clean-up. Notwithstanding 

·----'-'an_,,Y-!!!!n&lg .. !hl~_.4_tt,er Asr.eeme!?t to the conir~~art of the conside!~~o_E. for ~orco 
. ·conveying ~e Property to LTR, LEH and LTR, jointly and severally, shall be solely 

responsible to the exclusion of Norco and/or a Related Company for any and all costs and 
penalties attributable to, directly or indirectly, the clean-up under the AOC's and Agreed 
Orders and the rebate to Superior, with the fu.r;ther understanding that any sums paid out by 
LEH or L TR to complete the AOC' s and Agreed Orders to the BP A's complete satisfaction, 
and to refund Superior p~r 4.3., below., less th~ the estimated costs, expenses, penalties and 
rebate to Superior set fo~ in 2.1., above, s~l inure to LEH' s and/or L TR' s benefi~. · 

' 
· 2.3. The Three Million Five Hundred Thousand Dollars ($3,500,000.00) cash will 

be represented by promissory notes (the "Notes") made payable to Norco qr order, and/or 
' I 

a Related Company, with interest on a reducirig principal at the rate of five percent (5%) per 
annum, and payable in agreed monthly installments. The Notes will be secured in their 
payment by liens reasonably satisfactory to Norco and/or its Related Company. 

. 1 

· 2.4. As secmity for the AOC 's, Norco caused two (2) letters of credit to be issued 
in favor of the EPA, each in the amount of Five Hundred Thousand Dollars ($500,000.00). 
Norco is advised by the EPA that the EPA baS cashed in said letters of credit and is holding 
the cash proceeds in EPA controlled bank accbunts to be used as needed. After the clean-up 
is .contemplated by the AOC's has been coPipleted, any funds remaining in the EPA's 
accounts shall remain the property of and be payable to Norco to the exclusion of LEH and 
LTR. . 

2.5. As part of the consideration fo! Norco and/or a Related Company conveying 
the Property to LTR in accordance with the terms and provisions of this Letter Agreement, 
LEH and L TR, jointly and severally, do hereby unequivocally state as follows: THAT THEY 
HA VE CONDUCTED TIIEIR OWN INDEPENDENT INVESTIGATION OF TIIB 
PROPERTY, AND ARE SATISFIED THAT TIIB PROPERTY IS SIBTABLE FOR 
THE PURPOSES FOR WHICH LEH AND/OR LTR INTENDS TO USE THE 
PROPERTY; 



Mr. Ivar Siem · 
February 23, 2012 
Page4 

LEH AND LTR, JOINTLY AND :SEVERALLY, ACKNOWLEDGE THAT 
NEITHER NORCO NOR ANY AGENT OF NORCO NOR ANY RELATED 
COMP ANY HAS MADE ANY WARRANTIES OR REPRESENTATIONS AS TO 
THE PHYSICAL CONDITION, LAYOUT, ENVIRONMENTAL CONDITION, 
OPERATION OR ANY OIBER MATIER:OR THING AFFECTING OR RELATING 
TO THE PROPERTY OR nns LETTER AGREEMENf, EXCEPT AS 
SPECIFICALLY SET FORTH IN THIS LETTER AGREEMENT, AND THAT LEH 
ANDLTRARENOT RELYING UPON AN:Y STATEMENT OR.REPRESENTATION 
MADE BY ANY OTIIBR PERSON OR ENTITY THAT IS NOT EMBODIED IN 
nns LE1TERAGREEMENT. LEH AND L TR, JO.INTI, y AND SEVERALLY, HEREBY 
(A) EXPRESSLY ACKNOWLEDGE TijAT NO SUCH WARRANTIES OR . 

_ __________ _REfRE.S.E.N.J A TIO NS HA VE BEEN MADE EXCEPT AS SPECIFICALLY SET 
FORTII IN THIS LETTER AGREEMENT,; (B) AGREE TO TA.Ki AND -ACCEPT·-·---·-·--·-

THE PROPERTY "AS IS" SUBJECT TO ITS CONDITIONS ON THE CLOSING 
DA TE (SUBJECT · TO _THE TEfil4S OF THIS LETTER AGREEMENT 
CONCERNING TITLE), AND (C) AGREE THAT THE PROPERTY IS 
SATISFACTORY TO LEH AND/OR LTR JOINTLY AND SEVERALLY, IN ALL 
RESPECTS. LEH AND LTR, JOINTLY ANO SEVERALLY, ACKNOWLEDGE THAT 
NORCO OR ITS RELATED COMP ANY IS NOT LIABLE OR BOUND 1N ANY 
MANNER. BY ANY VERBAL : OR WRITIEN STATEMENTS, 
REPRESENTATIONS, OR OTHER INFORMATION PERTAINING TO TIIB 
PROPERTY OR ITS OPERATION OR '. ANY OTHER MATTER OR THINGS 
FURNISHED BY ANY REAL ESTA TE BROKER, AGENT, EMPLOYEE, 
SERVANT, OR ANY OTIIER PERSON; UNLESS SPECIFICALLY . SET FORTH 
HEREIN.TIIBPROVISIONSOFTIBSSECTION2.5. SUALLSURVIVETHECLOSING. 

· · 2.6. As additional consideration foi:Norco and/or the Related Company eonveying 
the Property to L TR, LEH and L TR, jointly and severally, do hereby agree to INDEMNIFY, 
DEFEND ANb HOLD HARMLESS NORCO, ITS RELATED COMPANY AND THEIR 
OFFICERS, DIRECTORS, SHAREHOLDERS, AGENTS AND A TIORNEYS 
(COLLECTIVELY THE "INDE1\.1NIFIED PARTIES"), FROM ANY AND ALL 
LIABILITY, LIENS, DEMANDS, COSTS, JUDGMENTS, SUITS, EXPENSES AND 
CLAIMS OF ANY KIND OR CHARACTER ARISING OUT OF, IN CONNECTION 
WITH, OR RELATING IN WHOLE OR IN PART TO OR IN ANYWAY CONNECTED 
WITH (A) THE OPERATION, OWNERSHIP, CUSTODY OR CONTROL OF THE 
PROPERTY SUBSEQUENT TO THE CLOSING AND/OR (B) ANY OPERATION OR 
ACTIVITY HEREAFTER CONDUCTED BY LEH AND/OR LTR, OR ANY OF THEIR 
AGENTS, CONTRACTORS, EMPLOYEES, LICENSEES, OR INVITEES, IN, ON, 
ABOUT, UNDER, OR PERTAINING TO THE PROPERTY, INCLUDING, BUT NOT 
LIMITED TO, CLAIMS FOR INJURY OR DEATH OF ANY PERSONS OR DAMAGE, 
LOSS OR DESTRUCTION OF ANYPROPERTY,REALORPERSONAL, UNDERANY 
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TIIEORY OF TORT, CONIRACT, STRICT LIABILITY OR 01HERWISE~ WIIlCH HAS 
OCCURRED OR RELATES TO PERIODS OF TIME ON, OR AFTER THE CLOSING. 
LEH AND LTR, JOINTLY AND SEVERALLY, FURTIIBR COVENANT AND AGREE 
TO DEFEND ANY SUITS BROUGHT AGAINST ANY OF TIIE INDEMNIFIED 
PARTIES ON ACCOUNT OF SAID CLAlMS AND TO PAY ANY JUDGMENTS 
AGAINST ANY OR ALL OF THE INDEMNIFIED PARTIES RESULTING FROM ANY 
SUCH SUIT OR SUITS, TOGETHER WITH ALL COSTS AND EXPENSES RELATIVE 
TO ANY SUCH CLAIMS, INCLUD1NG, BUT NOT LIMITED TO, ATTORNEY'S FEES 
AND COURT COSTS. EACH OF TIIE INDEMNIFIED PARTIES SHALL HAVE 1HE 
RIGHT TOP ARTICIP A TE AT ITS OWN COST AND EXPENSE IN THE DEFENSE OF 
ANY SUIT OR CLAIM IN WffiCH TIIEY (OR ANY OF THEM) MAY BE A PARTY 
WITHOUTRELIEVINGLEHAND/ORL1ROFTHEIROBLIGATIONSHEREUNDER. 

·----.. ··--·······- ··· ... ~-··--~·· ·· ··- --.. ~--- .. _ ____ .. _. -
· ·· · THE FOREGOING INDEMNITY SHALLAPPLYWHETIIBR ORNOT ARISING 

· OUT OF THE SOLE, JOINT, OR CONCURRENT NEGLIGENCE, FAULT OR STRICT 
LIABILITY OF ANY OF THE INDEMNIFIED PARTIES AND SHALL APPLY, 
WITHOUT LIMITATION, TO ANY LIABILITY IMPOSED UPON ANY OF THE 
INDEMNIFIED PARTIES AS A RESULT OF ANY TIIBORY OF STRICT LIABILITY 
OR ANY OTIIER DOCTRlNE O~ LAW OR EQillTY. . . 

· 2.7. ALL REPRESENTATIONS, COVENANTS, WARRANTIES AND 
INDEMNITIES MADE HEREJN BY THE PARTIES SHALL BE CONTINUING AND 
SHALL BE TRUE AND CORRECT ON AND AS OF THE DATE OF CLOSING WITH 
THESAMEFORCEANDEFFECTASIFMADEATTHATTIME(ANDSHALLINURE 
TO TIIE BENEFIT OF THE RESPECTIVE SUCCESSORS AND ASSIGNS OF THE 
PARTIES), AND ALL OF SUCH REPRESENTATIONS, COVENANTS, WARRANTIES, 
ANDINDEMNITIESSHALLSURVIVETHECLOSINGANDTHEDELIVERYOFTIIB 
CLOS-ING DOCUMENTS. 

ARTICLE Ill; Closing. 

3.1. A1 the closing, which is scheduled for February 29, 2012, Norco and the 
Related Company shall convey the Refmery Land, the Refi:Iiery Equipment, the Barge Dock 
and Pipelines AndEquipmentfree and c1ear·of all liens, claims or other encumbrances except 
only for the Superior Lease Agreement and other "Permitted Encumbrances." Said 
conveyance shall contain the following provisions and shall be signed by L TR 
ackn?wledging its acceptance ·of the language of such provisions: 

GRANTOR HAS EXECUTED AND DELIVERED nns DEED AND HAS 
GRANTED, BARGAINED, SOLD AND CONVEYED TIIE PROPERTY, AND 
GRANTEE HAS ACCEPTED THIS DEED AND HAS PURCHASED THE 
PROPERTY, AS IS, WHERE IS, AND WITH ALL FAULTS, IF ANY, ·A~D 



Mr. Ivar Siem 
February 23, 2012 
Page6 

WlTHOUT ANY REPRESENTATIONS OR WARRANTIES WHATSOEVER, 
EXPRESS OR IMPLIED, WRITTEN OR ORAL, IT BEING TIIE INTENTION OF 
GRANTOR AND GRANTEE TO EXPRESSLY NEGATE AND EXCLUDE ALL 
REPRESENT A TIO NS AND WARRANTIES, INCLUDING, BUT NOT LIMITED TO 
(A) THE CONDmON OF TIIE PROPERTY OR ANY ELEMENT THEREOF, 
INCLUDING, WI'IBOUT LIMITATION, WARRANTIES RELATED TO 
SUITABILITY FOR HABITATION, MERCHANTABILITY OR FI1NESS FOR A 

. PARTICULAR PURPOSE; (B) THE NATURE OR QUALITY OR CONSTRUCTION, 
STRUCTURAL DESIGN OR ENGINEERING OF THE IMPROVEMENTS; (C) THE 
QUALITY OF THE LABOR AND MATERIALS INCLUDED IN THE 
IMPROVEMENTS, . (D) THE SOIL CONDITIONS, DRAINAGE OR OTHER 
CONDITIONS EXISTING AT 1HE PROPERTY WITH RESPECT TO ANY 

____________ :e_~TIGULAf.l PURPOSE OR BY ANY DESCRIPTION OF Tiffi PROPERTY; (E) . 
.. ALL WARRANTIES CREATED BY AN AFFIRMATION OF-FACT-ORPROMISir-------

. · · OR BY ANY DESCRIPTION OF THE PROPERTY; (F) THE PRESENCE ON THE 
PROPERTY OR RELEASED FROM THE PROPERTY OR SURROUNDING 
AREAS, OF ANY HAZARDOUS SUBSTANCES, SOLID TOXIC CHEMICALS OR 
OTIIER MATERIALS; AND (G) ALL OTHER WARRANTIES AND 
REPRESENTATIONS WHATSOEVER EXCEPT THE WARRANTY OF TITLE 
EXPRESSLY SET FORTH HEREIN. 

3.2. A Bill of Sale, covering and conveying the Refinery Equipment and the 
Pipelines And Equipment "AS IS," "WHERE IS" and 'WITH ALL FAULTS" in the fonn 
substantially the same as that attached hereto as Exhibit "G" and made a part hereof. 

3.3. An Assignment without recourse of all of Norco 's rights, titles, interest and 
obligations in, to and under the Superior Lease Agreement in the form substantially the same 
as that attached hereto ·as Exhibit "H" and made a part hereof. 

3.4. Norco and the Related Company and LEH and/or L 1R agree to execute and 
deliver at the Closing or cause to be executed and delivered at any time thereafter such other 
documents as the other party hereto may reasonably require in order to fully consummate the 
purchase, sale, conveyance, assumption· of liabilities and indemnities contemplated 
hereunder. 

3.5. lnaddition,LEHand/orLTR,jointlyandseveraly,shallassumeandbes0lely 
responsible for all ofNorco's obligations in, to and under the Superior Lease Agreementand 
shall indemnify and hold harmless, jointly and severally, the Indemnified Parties arising in 
any way out of and/or related to, directly or indirectly, the Superior Lease Agreement. 

3.6. NotWithstanding anythipg to the contrary in this Letter Agreement, LEH 
acknowledges that it has requested title to the Property be conveyed to L TR as an 
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accommodation to LEH. In view of such, LEH does hereby guarantee (A) the prompt 
payment of the Notes in accordance with their terms, (B) the prompt and faithful 
performance of all of the obligations imposed on L TR under the lien documents, and (C) the 
prompt and faithful performance of all of the other obligations assumed by and/or imposed 
on LTR under this Letter Agreement, including, but not limited to, the AOC's and the 
Agreed Orders. 

ARTICLE N . Miscellaneou~. 

4 .1. Clean-Up Payments. Retroactive to November 23, 2011, as part of the · 
ongoing consideration for the conveyance of the Property to L TR, LEH and L TR, jointly and 
severally, shall fund on a current basis the clean-up program being conducted by Norco 
puT.SliBDt to tbe Removal Action Agreed Order and related AOC, ~!~!..f.2r th,_e-=es~cl\,_o_,w,..._.. __ _ 
amounts required under the Agreed Orders. Such funding shall include, but not be limited 

· · to;the·items set forth in paragraphs 9 and 10 of the RJ/FS Agre.ed Order. LEH and Norco, 
subsequent to the Closing, shall use their combined best efforts to cause the EPA to reinstate 
the RIIFS Agreed Order in favor of Norco the Rl/FS Agreed Order, and if successful, LEH 
andLTR,jointly and severally, shall be solely responsible for (and fund on a current basis), 
costs also incurred in connection with clean-up activities required under the RI/FS Agreed 
Order ·and· rela~d AOC. IfLEH and Norco are not successful in causing the EPA to reinstate 
the RI/FS Agreed Order in favor of Norco, LEH and/or LTR, jointly and severally, 
nonetheless agree to indemnify and bold harmless Norco from and against any and all claims, 
~emands and/or causes of action reasonably related to the Agreed Orders and the AOC' sand 
made by the:: EPA against Norco. 

4.2. · 1.]3,C ContractQr. TRC will continue as contractor to complete the clean-up 
·program, with a contractor ofLEH's selection providing oversight of the clean-up work and 
who will report directly to LEH and will look to LEH only for its compensation for work to 
be performed at the Faloon Refinery and which shall not be considered a clean-up cost 
related to the AOC's and Agreed Orders. 

4.3. Superior Crude Gathering, Inc. Lease Agreement: LEH and LTR,jointly and 
severally, acknowledge that the Falcon Refinery is subject to a Lease Agreement with 
Superior Crude Gathering, Inc. Under the terms of the Superior Lease Agreement, LEH 
and/or LTR, upon the closing of the conveyance contemplated hereunder, would have the 
right to· tenninate the Superior Lease Agreement, with Superior having Two Hundred 
Seventy (270) days· to remove its operation from the Falcon Refinery. The Superior Lease 
Agreement is scheduled to terminate by its own terms in June of2013, and has paid Norco 
in advance rent covering that period of time from the present up until the tennination of the 
Lease Agreement. Any cash consideration that must be paid to Superior in connection with 
the termination of the Superior Lease Agreement shall be payable by LEH and/or L TR 
jointly and severally, pur8uant to the Superior Lease Agreement. . . 
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. 4.4. Norco and LEH agree that this Letter Agreement supersedes and takes the 
place ofthe certain letter agreement, dated November 23, 2011, which letter agreement is 
hereby rendered null and void. · 

If the foregoing correctly sets forth the agreement of the parties as to the subject matter of 
· this Letter Agreement, then please sign duplicate originals of this Letter Agreement iii the space 

provided below and return one executed duplicate original to the undersigned. 

NATIONAL OIL RECOVERY CORPORATION 

NORCOROM INDUSTRIES, SRL 

By: •~~~ 
NelU'~. Velicescu 

.ACCEPTED: 

LAZARUS ENERGY HOLDINGS, LLC 

LAZARUS TEXAS REFINERY I, LLC 



EXIIIBIT "A" TO 
LETIER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

FJELDNOTE DESCRIPTION of a portion of Lots 4 and 5, Block 0, Burton and Danforth Subdivision, as 
shown by map recorded in Volume l 52, Page l, Deed Records, San Patricio County, Texas, descnl>ed as 
follows: 

COMMENCING at the southeasterly comer of said Lot 4, being at the intersection of the centerline of Farm­
to-Market Road 2725 with the centerline of a 40.00 foot public roadway between· Blocks N and 0 of said 
subdivision; 

THENCE, along the centerline of said 40.00 foot roadway arid the southerly boundary of said Lot 4, N. 55° 
23' 00" W, at 50.00 feet past the westerly rigbt-of.:-way ofsaldFann-tO~Market Road, in all l 56.12 feet to the 
POINT OF eEGINNING of this tract; 

THENCE, continuing along said centerline and boundary, N 55° 23' 00" W, 503,88 feetto the southwesterly 
comer of said Lot 5; 

THENCe, along the westerly boundary of said Lot 5, N 34° 37'00" B, at 20.00 feet pasta 5/8 inch .iron rod 
found on the northerly right-of-way of said 40.00 foot roadway, in all 685.00 feet to a brass monument 'in 
concrete found; · · 
THENCE, S 55° 23' 00" E, 610.00 feet to a 5/8 inch iron rod set on the westerly right-of-way of said Farm-to­
Market Road; 

THENCE, along said westerly right-of-~ay, S 34° 37' 00" W, 501.25 feet to a 518 inch iron rod found; 

THENCE, N 55° 23' 00" W, 106.12 feet to a: 5/8 inch iron rod found; 

THENCE, S 34° 37'00" W,at 163.75 feet pasta 5/8 inch iron rod found on the northerly right-of-way of said 
40.00 foot roadway, in all 183.75 feet to the POINT OF BEGINNING. 

CONTAINING 9.145 acres, more or less, of which 0.231 acre is in road right-of-way. 

FIELD NOTE DESCRIPTION in all of Lots 1 and 2, and a portion of Lot 3, Block N, and a portion of Lots 
1 and 2, Block M, and all of Lot 4, Block II, and a portion of Lot 4, Block JJ, Burton and Danforth 
Subdivision, as shown by map recorded in Volume 152, Page 1, Deed Records, San Patricio County, Texas, 
described as follows: · 
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COMMENCING atthe northwesterly comer of said Lot 3, Block N, being at the intersection of the centerline 
of Farm-to--Market Road 2725 with the centerline of a 40.00 foot roadway between BlockS N and 0 of said 

· subdivision; 

THENCE, along the centerline of said 40 .00 foot roadway and the northerly boundary of said Lot 3, S 55°231 

0011 B, 50.00 feet to the easterly right-of-way of said Fann-to--Market Road for the POINT OF BEGINNING 
of this tract; 

THENCE, along said easterly right-of-way, S 34° 37' 00" W, at 20.00 feet past a 5/8 inch iron rod set on the 
southerlyright-of-way of said 40.00 foot roadway, at 1300.00 feet past a5/8 inch iron rod set on the northerly 
right-of-way of 40.00 foot roadway between Blocks M and N of said subdivision, in all 1320.00 feet to a 5/8 
inch iron rod set on the southerly boundary of said Lot 3, Block N, being on the centerline of said 40.00 foot 
roadway; · 

THENCE, along said centerline and southerly boundary, S 55° 23• 00" E, 280.00 feet to a 5/8 inch iron rod 
set at the southeasterly corner of said Lot 3, Block N, being the northwesterly comer of Lot 2, Block M; 

THENCE along the westerly boundary of said Lot2,S 34° 371 00" W, at 20.00 feet past the southerly right-
-----of,,...-w---ay-o~f,,._s""=aia4u:mrrooTfoaaway, m ailooOC"OO.feeflO a 378-mcfflfonroo set; -------·····-----------····-··-·· 

THENCE, S 55° 23' 00" E, at 630.00 feet past the westerly right-of-way of a 60.00 foot roadway between 
BIOcks M and JJ, at 660.00 feet past the centerline of said roadway and boundary between said Blocks M 
and JJ, in all 690.00 feet to a 5/8 inch iron rod found on the easterly right-of-way of said 60.00 foot roadway; 

THENCE, along said easterly right-of-way, N 34 ° 37' 00" E, 420.89 feet to a 5/8 inch iron rod found; 

THENCE, S 57° 11' 36" E, 219.92 feet toa 5/8 inch iron rod found; 

THENCE, N 36° 16' 05 11 E, 252.27 feetto a 5/8 inch iron rod found on the northerly right-of-way of a 40.00 
foot roadway between Blocks JJ a~d II; . · · 

THENCE, along said northerly right-of-way, S 55° 231 0011 E, 72.92 feet to a 5/8 inch iron rod set ori the 
boundary between Lots 3 and 4, Block II; 

THENCE, along said boundaryt N 34° 371 0011 E,at 1280.00feet passa5/8 inch iron rod set on the southerly 
right-of-way of a 40.00 foot roadway between Blocks II and HH, in all 1300.00 feet to the centerline of said 
roadway. being the northeasterly comer of said Lot 3. Block II; · 

THENCE, along said centerline and the boundary between Blocks ll and Im, and the boundary between 
Blocks N and 0, N 55° 23' 0011 W, 1270.00 feet to the POINT OF BEGINNING. 

CONTAINING 50.113 acres, more or less, of which 4.070 acres is in road right-of-way. 
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Tract 3 

Lots I, 2, and 3, Block II. Burton and Danforth Subdivision, as shown by map recorded in Vohune 
152, Page 1. Deed Records, San PatricioCountyJ Texas. 

-------- -------·----·---·····--- ····----"'-"·-·----- ---·---···-.. ·----· .. ··· ....... - · .. ··-----
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EXlllBIT 11B" TO 
LEITER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUSTEXASREFINERYl,LLC 

1. A 10,000 or 12,000 bid atmospheric crude distillation unit 

2. A 3~,000 bid atmospheric crude distillation unit 

3. A 20,000 bid vacuum distillation unit 

4'. A 15,000 bid naphtha stabilizer 

5. Tankage CO!l~isti~_Ef ~~or~ks, with an eventual total capacity of ~pproxima~~!Y-!)8~.~~.Q___ ___ _ 
barrels of storage 
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EXHIBIT ~'C" TO 
LETTER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION MW 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

FIELDNOTES for a 14.24 acre tract of land being all of Lot 1, Bay Block B, the West 509.29 feet 
ofLot 2, Bay Block 8, the South 130 feetofLot4, BayBlock7, a portion of Ocean Drive and a tractofland 
between the East boundary of Ocean Drive and Redfish Bay, all as shown on the Burton & Danforth 
Subdivision map as recorded in Volume 1, Page 3, Pl~t Records of Aransas County, Texas and a certified 
copy of such map is recorded in Volume 152, Page l of the San Patricio County, Texas Deed Records; 

BEGINNING at a 112 inch iron rod found (marked R.P.L.S. 1523) at the West corner of said Lot 2 
on the Southeast right--0f-way line of Bay Avenue (6.0 foot wide right-of-~ay with variable width caliche 
surface) for the West corner of this survey; 

. THENCE North-W37i0o" East, along sa~d Soutlieastngnt..OT-wayllne, at 33·o:ool'eefpass-aTfi"H------;--·­
incb iron rod found (marked R.P .L.S. 1523) at the North corner of said Lot 2 and the West corner of said Lot 
1, in all adistanceof640.00 feet to a 112 inch iron rod found (marked R.P .. L.S. 1523) on the Southwest right~ 
of-way line of Sun Ray Road ( 40 foot wide right-of-way with 22 foot wide asphalt surfuce) for the North 
comer of said Lot 1 and a corner of this survey; · 

THENCE South 55· 30' 35" East along said Southwest right-of-way line at 901.00 feet a 1/2 inch 
iron rod found (marked R.PL.S. 1523) bears South 34• 29'25" West 2.0feet, in all adistanceof913.24 feet 
to the West right-of-way line of Ocean Drive for the East comer of said Lot 1 and inside corner of this 
survey; 

TIIENCE North 16" 32 55° East, along the West right--0f-way line of Ocean Drive (80 foot wide 
tight-of-way unimproved) 42.04 feet across Sun Ray Road to a 5/8 inch iron.rod found at the South comer 
of Lot 4, Block 7 for an inside comer of this survey; 

THENCE North 55• 30' 35" West along the Northeast right-of-way line of Sun Ray Road, at 13.46 
feet a 1/2 inch iron rod found (marked R.P.L.S. I 523) bears South 34 • 29' 25" West 2.0 feet in a11 a distanc.e 
of900. l9 feet to a 112 inch iron rod found (marked R.P.L.S. 1523) at the West corner of said Lot 4 on the 
Southeast right-of-way line of Bay Avenue, for a comer of this survey; 

THENCE North 34 • 3 7' 00" East along said Southeast right-of-way line 130. 00 feetto a 3/4 inch iron 
rod with flattened top found for the North comer of this survey; 

TIIENCE South 55• 30' 35" East, parallel to the Northeast right-of-way line of Sun Ray Road and 
130 feet distant therefrom measured at right angles thereto, at 840..41 feet a 1/2 inch iron rod found (marked 
R.P.L.S. 1523) bears South 34• 29' 25" West, UIS feet at 857.83 feet cross the West right-of-way line of 
Ocean Drive, at 861.02 feet pass a 5/8 inch iron rod in concrete found, at 941.92 feet cross the East right-of­
way line of Ocean Drive in all a distance of 1,038.69 feet to the shoreline of Red Fish Bay; 
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THENCE along the shoreline of Red Fish Bay, South 20' SO' 26'' West at 1.81 feet a 112 inch iron 
rod found (marked R.P.L.S. 1523) bears North 69' 09' 34" West 2.24 fee~ in all a distance of 89. 75 feet to 
an angle point in said shoreline; 

THENCE continuing along said shoreline South 00' 40' 20" West 80.69 feet and thence South 13. 
so• 36" East 48.81 feet to the beginning of a concrete bulkhead; 

THENCE along the outside face of said concrete bulkhead as follows: 
South 73" 37' 00" East 15.96 feet; 
South 20· l6' 30" West 29.72 feet; 
North 11·29' 02" West 48.32 feet; 
South is· 17' 15" West 78.59 feet; 
South 71' 03' 51" EastS3.00 feet and South 18' 42' 1 J11 West 193.54 feet to the end of said 
concrete bulkhead; 

THENCE continuing with the shoreline of Red Fish Bay as follows: 
South 40' 43' 53" West 74.95 feet; 
South 50' 50' 46" West 42.44 feet; 

._ ......... ------~-· ··- ----s-outh-rr"T8""1J.,."'WeSf14r:i7 feet ancrsoufll:Vf..-S-g'"5T"Wist 93.J.)feet fo"apoillfoti .. ih-e-··----. - ·--
southeasterly extension of the common boµndary of Lots 2 and 3 Bay Block 8 for the South 
corner of this survey; 

·THENCE with a wire fence along said Southeasterly extension, North 55• 30' 35" West at 82.04 feet 
.a J/2 inch iron rod found (marked R.P.L.S. 1523) bears South 34° 29' 25" West 2.69 in all a distance of 
132.1 S feet to the centerline of Ocean Drive for a corner of this survey, from which comer a 2 inch iron pipe 
found on the West right-of-way line of Ocean Drive bears North 55• 30' 35" West 42.04 feet and thence 
South 16' 32' 55" West 1.47 feet; 

THENCE with the centerline of Ocean Drive North 16' 32' 5511 East, 346.87 feet to a point on the· 
Southeasterly extension of the common boundary of Lots l and 2, Bay Block 8, for an inside comer of this 
survey; 

THENCE along last mentioned Southeasterly extension North 55• 30' 35n West 42.04 feet to the 
South comer of said Lot 1 and the East corner of said Lot2, on the West right-of-way line of Ocean Drive; 

THENCE North ss· 30' 35" West along the common boundary of said Lots 1 and 2 at 2.64 feet, a 
112 inch iron rod found (marked R.P.L.S. 1523) bears South 34• 29' 25" West 2.77 feet in all a distance of 
505.01 feet for an inside corner of this survey; . 

THENCE South 34° 37'00" West at l.12 feet pass a 1/'l inch iron rod found(marked R.P.L.S. 1523) 
in all a distance of330.0 feet to a wire fence on the common boundary of said Lots 2 and 3, Bay Block 8 for 
a comer of this survey, from which comer a 1/2 inch iron rod found(marke.d R.P.L.S.1523) bears South 34• 
37' 00" West 1.12 feet; 

THENCE North 55" 30' 35" West with said wire fence on the common ~undary of said Lots 2 and 
3,509.29 feet to the POINT OF BEGINNING, save and except 2.s· acres conveye.d from National Oil 
Recover}' Corporation to Pi Energy Corporation, by Special Warranty Deed, dated August 17, 1998, to which 
Special Warranty Deed reference is hereby made for a description of said 2.5 acres of land. 
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EXHIBIT "D" TO 
LEITER AGREEMENT 

BETWEEN 
NATIONAL OIL RECOVERY CORPORATION AND 

LAZARUS ENERGY HOLDINGS, LLC AND 
LAZARUS TEXAS REFINERY I, LLC 

Pennitted Encumbrances 
Tracts 1, 2 & 3 

l . Rights of mineral estate owners and to the rights of those that hold under them; 

2. Easement, dated April 19, 1978, from Uni Oil, Inc. to Central Power and Light Company, 
recorded in Volume 886, Page 89, Deed Records, San Patricio County, Texas; 

3, Road ngfits-of.:way as shown on- ffie 1Jurton&-Danfortfi-SU@ivision Map recorded in 
Volume 152, Pagel, Deed Records, San Patricio County, Texast 

4. Easement, dated February 8, 1979, from Uni Oil Co. to Central Power and Light Company, 
recorded in Volume 807, Page 299, Deed Records, San Patricio County, Texas; 

5. Agreement, dated February 2, 1965, from Brashear-Irwin Industries, Inc. to T.L. Bishop, 
recorded in Volume 31 l, Page 124, Deed Records, San Patricio County. Tex.as; 

6. Term and conditions of reservation of fee title to one certain fresh water line along with 
easement relative thereto as set out in Deed; dated June 22, 1968, from Brashear Industries, Inc. to L.V. 
Elliott, Trustee, recorded in Volume 372. Page 161, Deed Records, San Patrici-0 County, Texas; 

7.. Assignment Of Covenant to extend channel, dated October 25, 1977, from Mark P. 
Banjavich, et al, to T. Michael Hajecate, et al, recorded in Volume 567, Page 469, Deed Records, San 
Patricio County, Texas; 

8. Right-of-Way, dated July 15, 1952, from Conn Brown to United Gas Pipe Line Company, 
recorded in Volume 176, Page 485, Deed Records, San Patricio County, Texas; 

9. Right-of-Way, dated September 23, 1953, from E.D. Richmond, et aL to Suhray Mid-
Continent Oil Company, recorded in Volume 297, Page 283, Deed Records, San Patricio County, Texas; 

10. Right-of-Way, dated March 16, 1962, fromE.D. Richmond, Jr., et al, to the State of Texas, 
recorded in Volume 276, Page 109, Deed Records, San Patricio County, Texas; 

11. Right-of-Way, dated July 3, 1934, from R.K. Coleman to San Patricio County .. recorded in 
Volume 105, Page 497, Deed Records, San Patricio County, Texas; · ·\ 
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12. Oil; gas and mineral leases, reservation of mineral interests, pooling arrangements, rlght--0f-
way agreements, easements, and mineral deeds affecting the Property and of record in the office of the 
County Clerk of San Patricio <;ounty, Texas. 

Barge Dock · 

Any and all restricti.ons, covenants, easements, oil, gas and mineral leases, oil, gas and mineral deeds, 
oil, gas and mineral reservations, rights.of-way, if any, pertaining to the Barge Dock, but only to the extent 
any of the foregoing are snown of record in the office of the County Clerk of San Patricio County and are 
still io effect with respect to the Barge Dock, and to all zoning laws, regulations and ordinances of municipal 
and/or governmental authorities, if any, but only t9 the extent they are still in effect and relate to the Barge 
Dock. 

·------------- --- .. -.4--•·--··· .. ··· .... · ·· ... ·- --··-·- --
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09/19/2012 

CERTIFIED MAIL NO. 7008 0500 000121342047 

RETURN RECEIPT REQUESTED 

PAYER: Richard F. Bergner 
Registered Agent for National Oil Recovery Corp 
5151 San Felipe, Suite 1950 
Houston, TX 77056-3907 

**Notice of Non-Compliance** 

RE: Administrative Order on Consent for Remedial Investigation and Feasibility Study, Replenishment of 
Special Account #2, Falcon Refinery Superfund Site 06MC 

With this letter, EPA is notifying you of your client's noncompliance with the above-referenced Order for failure 
to pay EPA's costs demanded by EPA's bill dated March 09, 2012. 

Bill Number: 
Billing Date: 
Payment Due: 

Original Debt: 
Interest Charges: 
Less Payment*: 

Amount now due: 

2761026S056 
03/09/2012 
03/29/2012 

$ 208,205.84 
$ 830.28 
$ 0.00 

$ 209,036.12 

Payment is due immediately. If the payment amount identified in this letter is not paid within thirty(30) days after 
the date of this notice, this debt may be referred to Department of Justice for enforcement and collection. No 
additional EPA notice will be sent. The refenal will seek payment of the amount due as provided in the Order plus 
accrued interest, penalties, and enforcement costs, including attorney's fees, as appropriate. 

If you have any questions or wish to discuss this matter, or need to make further arrangements, please contact 
Doretha Christian at 214-665-6734. Please note, unless otherwise advised in writing by EPA, any communications 
with EPA will not relieve you of your obligation to make the required timely payment as provided in this letter. 
Please make the check payable to "EPA Hazardous Substance Superfund". 

Please Remit to: 
U.S. Environmental Protection Agency 
Superfund Payments 
Cincinnati Finance Center 
PO Box 979076 
St. Louis, MO 63197-9000 

CC: 
Doretha Christian 

Sincerely, 

DANA SHERRER 
Accountant 
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Wed Aug 1 11: 54: 15 2012 From: FRANCO, JANIE 

l~l~ll~lijl~l~lll~l~ll~llll 

To: 8121466566P~9e 9 of 22 

14 POS 

DEED 

615663 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM 'fillS 

INSTRUMENT BEFORE IT JS FJLF,I) FOR RECORD IN THE PUBLIC RECORDS: 
YOUR SOCIAL SECURITY NUMBER OR DRIVER'S LICENSE NUMBER. 

'SPECTAk WARRANTY DEED WITH YBNDQR•s LIEN 

THE STATE OF TEXAS 

COUNTY OF SAN PATRICIO 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

THAT National Oil Recovery Corporntion, ll Delaware oorporation authori:red lo transact busiue~~ 

in tho State of'foxas (heroin called "Gruntor"), for and inconsideration of Ten And No/ I 00 Dol lnrs ($ l 0.00) 

ond other good and valuable consideration in httnd by Lazarus Texus Refinery I, LLC, a Del11w~1re limited 

liability company authorized to tr11nsact busin~ss in the State of Texas (herein called (<Gnmlce"), whose 

mailing address is 80 I Trnvis, Suite 2 I 00, Houston, Texas 77002, the receipt and sufficiency of which is 

hereby acknowledged and confessed, and in furthor consideration of the ex.ecution and delivery by Grantee 

ofthllf cerlain Jnslalhnent Reul Estate Lien Note of even date herewith, in the original prlncipal sum provided 

in said lnsl<lllment Re11I Estate Lien Note, bearing interest nt the role stipulntcd therein, payEtbte to the Ol'rlcr 

ofGrantor,ns thoroin provided, the pEtyrnc11tof which Inslullmcnl Promissory Note ls secured by the vendor's 

lien imd superior title hcreinnftcr reserved and retained, and is Rdditionally secured by lieus and security 

interests crc11ted Md provid1Jd for in the certl\in Deed Of Trust And Security Agreement of even date 

herewith from Grantee to Richard F. Bergner, Trustee, conveying unto said Trustee the hereinafter described 

property, by these presents does hereby GRANT, SELL, and CONVEY unto Grantee, s11bject to the 

assumption of linbilities, exceptions and reservRtions herein conhiincd, the following described property 

located in San Patrtcio County, Texas1 together with all improvements and fhcturcs situated <m, attached or 

located on snid property, to wit: 
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Refineor Land 

The surface only of the certain 87.258 ncres of land, more or less, situated in San Patricio 
County, Texas, and described by meles and bounds in Exhibit 11A,11 attached hereto and 
made a part hereof for all purposes (the "Refinery Lnnd"), together with all improvements 
located thereon, Including, but not limited to, eight (8) storage tanks with a total capacity 
of685,000 barrels of storage, and all and singular the rights and appurtenances pertaining 
to lhoRcfiucry Land, including, bulnol limited lo, all ofGrantor's rights, titles and interests, 
if any, in nnd to all ndjaccnt easements, streets, alloys, rlghls·of-way, rights of ingress and 
ogress, strip~ and gores. 

Refinca fultili>.!!!®1 

Jn addition to tho improvcmcnls iocated on tho Refinery Lllnd, 1tll ofthti porsonal property, 
fixtures and/or equipment described In Exhibit 0B," attached hereto and made n pnrt hereof 
for all purposes (the Refinery Equipment") 

Barge Dock 

Tho surface only oflho certain 14.24 acres of land, mor<> or less, situated in San Patricio 
County, Texas, and described by metes and bounds in the Exhibit ''C," attached hereto and 
macle a part hereof for all purposes (the "Barge Dock11

) 1 togcthe1· with all improvements 
locntc<l thcroon, and all und si11gulur the rights and appurtenances pertaining lo the Bm·go 
Dock. 

Pipeljoe And Eguipmcol 

All pipes, pipelines, valves, metering equipment, pumps, if any, in, on, under or lhrough(i) 
the Refinery Ln!ld, (ii) the Rcti11e1y Equipment, and (iii) lhe Bnrgo Dock (the "Pipelines And 
Equipment"). 

The foregoing described Refinery Lnnd, Refincl'y Equipment, Barge Dock, and Pipeline A11d Equipment arc 

herein colleetivoly called the. "Property." 

A~~uo.mt!Qn Qf Obligatlons 

Grantee acknowledges that the Property is also known as the "Palcot1 Refinery" and has been 

dosig.nated by the Environmental Protection Agency ("EPA") as a Supcrfund Site, nnd is subject to 

remediation nnd clcafl·up in co11ncctio11 wilh lwo {2) Adminislrntive Orders On Consent with the llPA 

relative to the Propot1y, they being (a) Adminlstralivc Order On Consent For Removal Action, U.S. EPA 

Rcgio11 6, CERCLA Pocket No. 06-04-04, dutcd June 9, 2004, and (b) Administrative Order On Consent I7or 

Remedial Investigation And Feasibility Sludy, U.S. EPA Region 6, CERCLA Docket No. 06-05-04, dated 

2 

---·-----·····-···-···-···-······----------------------~----------------
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June 9, 2004 (collcctivety, referred to hereln as the "AOC's"), a~ well as an Agreed Order for resumption of 

Removal Work, dated May 2, 2011 and on Agreed Order for resumption of,Rcmcdial Investigation and 

Feosibillly St\ldy, dated September 26, 2011 (collectively, the "Agreed Orders"). In addition, Grantee 

acknowJedgos it is aware thnt Grantor has received from the EPA a Notice Of Deficiencies, dated October 

26, 201 J, relative to the RVFS Agreed Order and since then the EPA has taken over1he work contemplated 

by the Rl/FS Agreed Order and related AOC's, 

As plllt of the considerntio11 for the conv~yance of the Property to Oran[ee, Grantee expressly agrees 

to assume and be solely responsible for tho performance of all of Grantor's remaining obllgalions in, 10 and 

under fhe AO C's and the Agreed Orders, wilh the same legal force and effect as if Grantee were the original 

signatory to the AOC's and the Agreed Orders. 

AS IS And WHRllE IS 

GRANTOR HAS EXECUTED AND DELIVERED THIS DEED AND HAS 

GRANTED, BARGAINED, SOI.D AND CONVEYED THE PROPERTY, AND GRANTEE 

HAS ACCEPTED THIS DEBO AND HAS PURCHASED THE PROPERTY, AS IS, 

WHERE JS, AND WJTH ALL FAULTS> IF ANY, AND WITHOUT ANY 

REPRESENTATIONS OR WARRANTIES WHATSOEVER, EXPRESS OR IMPLIED, 

WRITIEN OR ORAL, IT BEING THE INTENTION OF ORANTOR AND GRANTEE TO 

EXPRESSLY NEGATE AND EXCLUDE ALL REPRESENTATIONS AND WARRANTIES, 

INCLUDING, BUT NOT LIMITED TO (A) THE CONDITION OF THE PROPERTY OR 

ANY ELEMENT THEREOF, JNCLUDING, WITHOUT LIMITATION, WARRANTIES 

RELATED TO SUITABILITY FOR HABITATION, MERCHANTABILITY Olt F11NESS 

FOR A PARTJCULAR PURPOSE; (B) THE NATURE OR QUALITY OR 

CONSTRUCTION, STRUCTURAL DESIGN OR ENGINEERJNG OF THE 

3 
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lMPROVEMENTSj (C) THB QUALITY OF THE LABOR AND MATERIALS INCLUDED 

IN THE IMPROVEMENTS, (D) THE SOIL CONDITIONS, DRAINAGE OR OTHER 

CONDITIONS EXISTING AT THE PROPERTY WITH RESPECT TO ANY PARTICULAR 

PURPOSE OR BY ANY DESCR1PTION OF 11-lE PROPERTY; (E) ALL WARRANTIES 

CREATED BY AN AFFJRMATION OF FACT OR PROMISE OR BY ANY 

DESCIUPTION OF THE PROPERTY; (F) THE PRESENCE ON THE PROPERTY OR 

RELEASED FROM THE PROPERTY OR SURROUNDING AREAS, OF ANY 

HAZARDOUS SUBSTANCES, SOLID TOXIC CHEMICALS OR OTHER MATERIALS; 

AND (0) ALL OTHER WARRANTIES AND REPRESENTATIONS WHATSOEVER, 

EXCEl''I' THE WARRANTY OF TITLE EXPRESSLY SET FORTH HEREIN. 

TO HA VE AND TO HOLD the Property, togotherwith all and singnler tho rights and appurtonanoos 

thenito In anywise belonging, unto Grnntce, its successors and nssigns forever; and Granlor docs hereby bl nd 

itself, its successors aml imigns, to WARRANT AND FOREVER DEFEND, all and sirtgttlar, the Property 

unto Grantoo, Its successors and assigns, against every person whomsoever lawfully chi itn i ng or to claim the 

same or any part thereof, by, lhrough or under Grnntor only, but not otherwise. 

This conveyance, including the above warranty is, however, rnade subject to thcAOC's, tho Agreed 

Orders and the Permitted Encumbrances described in Exhibit "D," attached hereto nnd made a part hereof; 

but only to the extent that any of tho foregoing arc shown of record in the office of the County Clerk of San 

Patricio County, Texas and are still In effecl with respect to the Prope1iy, as well as that certain Lease 

Agreement, da1cd January 16, 2006, by and between Gmntor and Superior Ciudc Gathering, I11c. nnd all 

amendments and supplements 1hereto. 
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--.. ··--····---.. ------··-·--· --------------------------------

It is expressly 11grecd thl\t a venclor's lien, as well as superior title in and to the Property, is reserved 

nnd retained against the Property 1.111tll rhe above described Installment Real Estate Lien Note is fully paid 

nccording to the face, tenor, effect and reading thereof when this Deed slmll become abso1ulc. 

Ad valo1·em taxes for the current ycrir have been prorated to the date hereof, and Grantee assumes 

the 1>nyment thereof. 

EXECUTED the A 1-:.-: day of ~ • 2012. 

THE STATE OF "'(6:X'lt"5 

COUNTY OF Hlf"JLl.IS 

§ 
§ 
§ 

GRANTOR: 

NATIONAL OIL RECOVERY CORPORATION 

GRANTEE: 

LAZARUS TEXAS REFINERY l, LLC 

Th ls ln~trument was acknowledged before me on tho ~ny of ~ , 

2012, by~n behalf ofNatiounl Oil Recovery Corporntion and in the capacity 

stilted. 
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-------------·-·----------------------------------------

TBRSTATEOFTBXAS § 
§ 

COUNTY OF HAlUUS § 

This """""""'was acknowled!l'd boforo mo oot th~ of ~ , 2012, by 

Jonathan Carroll, a Director of Lazarus Texas Refinery I, LLC, n Dolawaro limited liability compa11y 

nuthorir.cd to trnnsact business Jn the State of Texas, on behalf of said limited liability company and in the 

C9pncily therein stated. 

6 
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EXHIBIT ,, A II TO 
SPECIAL WARRANTY DEED WITH VENDOR'S UEN 

FROM 
NATIONAL OIL RECOVERY CORPORATION ("GUAN'l'Olt") 

'fO . 
LAZARUS TEXAS REFINER\' 11 LLC (1•GRANTEE") 

FIELDNOTE DESCRlPTION ofa portion of Lots 4 nnd 5, Block 0, Burton and Danforth Subdivision, ns 
shown by nt11p recorded in Volurnll 152, Page 1, Deed Recor·ds, San Patricio Counly, Texas, described ns 
follows: 

COMMENCING atthc southcnstcrly comer of said LoM, being at the intel'section of the centerline of Fann· 
to-Market Road 2725 with the centorlinc of a 40.00 foot public roa<lwny botween Blocks N 11nd 0 of snid 
subdivision~ 

THENCE, along tho contcrllne of said 40.00 foot roadway and the southerly boltndary of s1tid Lot 4, N. 55° 
23' 0011 W, at 50.00 f~t past tho westerly right-of-way of said Farm-to-Market Road, in all 156.12 feet to the 
POJNT OF BBGJNNTNG of this tract; 

THENCE, conlinuing nlong s!lid centerline mid boundary, N 55° 23' 00" W, 503 ,8 8 feet to the southwesterly 
corner of said Lot 5; 

THENCE, along the westerly boundary of said Lot S, N 34° 37' 00" E, at 20.00 foot past a 518 inch iron rod 
·found on the northerly right-of-way of said 40.00 foot roadway, in all 685.00 feet to a brass monument In 
1;:011crcto found; 
THENCE, S 55° 23' OOtF B, 610.00 feet to a 518 inch iron rod set on the westerly dght-of·way of said Farm-to­
Markct Road; 

TIIBNCE, along said westerly dght-of·way, S 34° 37' 00'' W, 501 ,25 feet to a 5/8 inch Iron rod found; 

THENCE, N 55° 23100" W, I 06. 12 feet too S/8 inch iron rod found; 

THENCE, S 34° 37' 00" W, at 163.75 feet pasta 5/8 inch Iron rod found on the northerly l'ight-of-wayofsaid 
40.00 footro11dw11y, in all 183.75 feet to the POJNTOF BBOINNlNG. 

CONTAINJNG 9.145 acres, more or Jess1 of which 0.231 acre is in road right-of-way. 

FIELD NOTE DESClUPTION h1 all of Lots I and 2, and a portion oflot 3, Block N, and a portion of Lots 
I and 2, Block M, and all of Lot 4, Block II, and a portion of Lot 4, Block JJ, Burton and Danforth 
Subdivision, ns shown by mllp recorded ir1 Volunrn 152, Page 11 Deed Records, San Patricio County, Texas, 
described M follows: 

Exhibit "A" 
Page 1Of3 
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COMM ENCINO nt tho northwesterly cornet· of said Lot 3, Block N, boit\g at tho intorsection of the centerline 
of Pann-to-M11rket Road 272S with theconlorlioe of a 40.00 foot roadway between Blocks N and 0 of said 
8obcilvision; 

THBNCB, along the centerline of said 40.00 foot roadway and the northerly boundary of s11id Lot 3, S 55°23' 
00" E, 50.00 feet to the easterly right-of-way of snid Fann·to·Miirkct Roitd fortlw POINT OF BEGINNING 
of th ls tract; 

THENCE, along said easterly right-ot~way, S 34° 37' ooi• W, at 20.00 feet pus! a S/8 inch iron rod set on the 
southerly righl-of-wny of said 40,00 foot roadway, at 1300.00 feet past 11 518 inch iron rod set on the northerly 
right-of-wnyof 40.00 foot roadway between Blocks M andN of said subdivision, in all 1320.00 feet ton 5/8 
inch lron rod set on the southerly boundary of said Lot 3, Block N, being on the ccntcrl!nc of said 40.00 foot 
roadwayj 

THENCE, nlong said centerline and southerly boundary, S 55° 23' 00 11 E, 280.00 feet to a 518 inch iron rod 
sel nt the southetlsterly comer of said tot 3, Block N, being the northwesterly corner of Lot 21 Block M; 

THENCE along tho westerly boumfaryofsaid Lot 2, S 34° 37' 00" W, at 20.00 feet past thesoulherly right· 
of-way of said 40.00 foot roadw11y1 Jn all 660.00 feet tn a 5/8 inch iron rod set; 

THENCE, S S5° 231 00" E, at 630.00 foci past tho wcstorly right-of-way of a 60.00 foot roadway botwc:i:n 
Blocks Mand JJ, at 660.00 feet past the 0011todino of said roadway and boundary between said Blocks M 
1111d JJ, in all 690.00 feetto a 518 inch iron rod found on the oastcrly right-of.way of sai<l 60.00 foot roadway: 

. THBNCH, along said oasterly right·of·way) N 34° 37' 00" E, 420.K9 feet to a 518 inch iron rod found; 

THENCE, S 57° 11' 36., E, 219.92 foct to 11 S/8 inch iron rod found; 

THENCE, N 36° 16' 05'1 $, 252.27 feet to a 5/8 inch iron rod found on tho northerly right·of-wny ofa 40.00 
foot roadway between Dlocks JJ and II; 

THENCE, along sold northerly right·of~way, S 55° 231 0011 E1 72.92 foot to a S/8 inch iron rod set on the 
boundary between Lots 3 and 4, Block II; 

THENCE, along said bou11dary1 N34° 371 0011 E, at 1280.00 feel pass 11518 inch iron rod ~et on the southerly 
right-of-way of u 40.00 foot roadw11y between Blocks ll and RH, in all 1300.00 fcot lo the centerline ofsnid 
roadway, being the 11orthe11sterly comer ofsnid ~t 3, Block H; 

THENCE, along sni<l centerline and the boundary between Blocks II and HH, am\ the boundary between 
Blocks N and 0, N 55° 23' 00" W, 1270.00 feet to 1he POJNT or BEGINNING. 

CONTAINING 50. l 13 acres, more or less, of which 4.070 acres is in roud rlght·of-wny. 

exhibit 11A11 

Page 2 Of 3 

-~··"· -·-···--·····-·······-···········'···-·---·----·----------------~------~-----



Wed Aug 1 11:54:15 2012 From: FRANCO,JANIE To: 812146656a;>:".Gfge 17 of 22 

Lots l, 2, and 3, Block JI, Burton and Danforth Subdivl~ion, ns shown by map recorded in Volume 
152, P11ge I, Deed Records, San Patricio County, Texas. · 

Exhibit "A" 
Pago 3Of3 



Wed Aug 1 11: 54: 15 2012 From: FRANCO, JANIE To: 812146656&',a;ge 18 of 22 

EXHIBlT 11 n•1 TO 
SPECIAL WARRANTY DEED WITH VENDOR'S LIEN 

FROM 
NATIONAL OIL RECOVERY CORPORATION ('1GRANTORu) 

TO 
LAZARUS TEXAS UEFINERY I, LLC e'GRANTEE'') 

I. A 10,-000 or 12,000 b/u atmospheric crude distillation unit 

2. A 30,000 b/d atmospheric crude distillation unit 

3. A 20,000 b/d vacuum distill11tio11 uiiit 

4. A 15 ,000 b/d naphtha stabilizer 

S. Tnnk11ge consisting of 8 storage tanks, with an eventual total capacity of iippro1dm11tely 685,000 
barrels of storage 

----~---·------

Exhibit 118" 
Pago 1Of1 
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EXHIBIT "C11 TO 
SPECIAL WARRANTY DEED Willi VENDOR'S LIEN 

FROM 
NATIONAL OIL RECOVERY CORPORATION ("GUANTOR") 

TO 
LAZARUS TEXAS REFINERY I. LLC (l'GltANTEE") 

F!BLDNO'l'ES for n 14.24 acre tract ofland being all of Lot 1, B11y Block B, the West 509.29 feet 
of Lot2, Bay Block 8. the South 130feet of Lot 4, nay Block 7, n portion of Ocean Drive and a tract of land 
between the Ellst boundary of Ocean Drive ttnd Redfish Bny, nll iis shown on the .Burton & Danforth 
Subdivision mnp as recorded in Volume 1, Page 3; Plat Records of Aransas County, Texas nnd a certified 
copy of such map is recorded in Volume 152, Page I of the San Patricio County, Texas Deed Records; 

BEGINNING at a 1/2 inch iron rod fou11t1 (marked R.P.L.S. 1523) al the West corner of said Lot 2 
011 the Southeast right-of-way line of Bay Avenue (60 foot wide right-of-way with variable width caliche 
surface) for the West corner Qfthis survoy; 

THENCE North 34· 371 0011 East, nlong said SoutheaH rlght-of~way line, at 330.00 feet pass 11 l/2 
inch iron rod found (marked R.P,L.S. 1523)at tho North comer of said L¢t 2 and the Westcomerof said Lot 
I, in all a distanceof640.00 feet ton 112 inch iro11 rod found (marked R.P.L.S. IS23)on tho Southwest right· 
of-way line of Sun Rny Road (40 foot wide right-of-way wilh 22 foot wide asphalt surface) for the North 

. comer of sa Id Lot I and n corner of this survey; 

THENCE South 55• 30' 35" East along :mid Southwest right-of-way line at 90 l .00 feet a 1/2 inch 
tron rod found (marked R.P L.S. 1523) bcnrs South 34 • 29' 25" West 2.0 feel. in all n distiinco of913.24 feet 
to the West right·of·wuy lino of Ocean Drive for the Enst corner of slli<l Lot I an<l inside corner of this 
survey; 

THENCE North 16• 32 SS" East, along the West right-of-way line of Ocean Drive (80 foot wide 
right-of~way unimproved) 42.04 feel across Sun Ray Road to a 5/8 lnch iron rod found at the South corner 
of Lot 4, Block7 for an inside comer ofthls survey; · 

THENCE North 55' )0' 35" West along the Norlhe11st right-of-way line of Sun Ray Road, 11t 13.46 
feet a 1/2 Jnch iron rod found (marked R.P.L.S. 1523) bears South34' 29'2511 West2,0 feet in all a distance 
of900.19 feel 10 a !/Z inch iron rod found (marked R.P.L.S. 1523) at the Wost comer of said Lot 4 on the 
Southeast rlght·of·way llne of Bay Avenue, for a corner of this survey; 

THEN CB North.34' 37' 00" East along snid Southeast right-of· way line 130.00 feet to a 3/4 Inch iron 
rod with flattened top found for the North corner of this survey: 

THENCE South 55' 30' 35" Ens!, pnrnllel to the Northeast right·of·wny line of Sun Ray Road nnd 
130 feet dfslfll\t therefrom measured nl right angles thereto, ill 840.41 foct n 1/2 inch Iron rod found (marked 
R.P.L.S. 1523) bears South 34• 29' 25" West, 1.85 feet nt 857.8J feet cross the Wes! right-of-woy line of 
Ocenn Drive, at 861.02 feet pass a 518 inch iron rod in concrete found, lit 941.92 feet cross tho Eu~t righl·Of· 
wny line ofOcoan Drive in all a distance of 1,038.69 feet to th~ shoreline of Red Fish Bay; 

Exhibit "C" 
Page 1Of2 
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THF.NCR along the shoreline of Red Fish Bay, South 20· 50' 26" West at l. 81 feet a 1/2 inch iron 
rod found (marked R.P.L.S. 1523) hears Ne>rth 69• 09'34" West 2.24 feet, in all a distance of89.75 feet to 
an angle point in said shoreline; 

THENCE.continuing along said shoreline South 00' 40' 20" West 80.69 foot and thence South 13' 
50' 36" Enst 48.8 l feet to the beginning ofn concrete bulkhead; 

THENCE along the outside foce of snld concrete b11lkhcnd as follows: 
South 73' 37' 00" East 15.96 feet; 
South 20' 16' 30" West 29.72 feet; 
No11h 71' 29' 02" West 48.32 feet; 
So11th J 8' 17' 15" West 78.59 feet; 
South 71 • 03' 51 11 East 53.00 feet and Sou th 1 s· 42' 11" West l 93. S 4 feet to the end of snid 
concrete bulkhead; 

THENCE continuing with the shoreline ofRcd Fish Bay as follows: 
S9uth 40~ 431 53u West 74.95 feet; 
Sonlh so· 501 46" West 42.44 feet; 
Soutb 11' 18' 15" Wost 141.77 feet and South 24• 58' 51" West 93.85 feel to a point on tho 
Sonthcustcdy extension of the common boundary of Lots 2 and 3 Bay Block 8 for lite South 
comer of this survey; 

THENCE with a wil'c fouce along said Southeasterly ex.tension, North S 5 • 3 0' 35" West at 82. 04 feet 
a 112 inch iron rod found (marked R.P.L.S. 1523) bears South 34' 29' 25 11 West 2.69 ii\ nll ll dista11ce of 
132.15 fectto the centerline of Ocean Drive for a corner of this survey, from which corner a 2 inch lron pipe 
found on the West rigl1t-of-wny line of Ocenn Drive bears North 55' 30' 3 511 West 42.04 feet and thence 
South 16' 32' SS 11 West 1.47 feet; 

THENCE with tho ccnterlino of'Oconn Drive North 16' 32' 55" East, 346.87 feet to a point on the 
Southeasterly oX.t¢nslon ofthccommOl) boundary of Lots I and 2, Day Block 8, for an inside comer ofthfa 
survey; 

!HENCE along Inst mentioned Southeasterly extension North 55' 30' 3511 West 42.04 feet to the 
South comer of said Lot 1 and the East comerof said Lot 2,.on the West right-of~way line of Ocea11 Drive; 

THENCE North ss· 301 35" West along the common boundary of said Lots I nnd 2 at 2.64 feet, a 
112 inch iron rod found (marked R.P.L.S. 1523) bears South 34' 29' 25" West 2.77 feet in all a distance of 
505.01 foot for an iilsido corner of this survey; 

. . 
THENCE South 34• 371 00" West nt l.l 2feetp11s~u J/2 inch Iron rod found (nwkcd R.P.L.S. 1523) 

in all adi8laoceof330,0 feet to a wire fe1tceon the common boundary of said Lots 2 and 3, Day Block 8 for 
a comer of this survey, from which comer 11 112 inch iron rod found (marked R.P.L.S. 1523) bears South 34' 
37' W' West 1.12 feet; 

THENCE North 55• 301 3S 11 West with said wire fence on tho common boundary of said Lots2 nnd 
3,509.29 feet ·to tho POlNT OF BEGrNNlNO, save and ex.ccpt 2,$ ncros oonvcyc.d from Nut!onul Oil 
Recovery Corporation to Pi Energy Corporation, by Special Wmnrnty Dcc<l,dated August 17, 1998, towhfoh 
Special Warranty Deed reference is hereby made for n de~crlption ofsnid 2.5 ncres oflnnd, 

Exhibit "C11 

Pago20f2 
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EXHIBIT 11D11 TO 
SPECIAL WARRANTY DEED WITH VENDOR'S J.,IEN 

FROM 
NATIONAL OIL RECOVERY CORPORATION ("GRANTOlt") 

TO 
LAZARUS TEXAS REFINERY I, LLC ('~GRANTEE") 

Pcrmtttcd Encumbrances 
Tracts I, 2 & 3 

I. Rights of mineral estate owners and to the rights ofthoso that hold under them; 

2. Basemen!, dfl!ed April 19, 19781 from Uni Oil, Ino. to Central Power and Light Company, 
rc<!orded in Volume 886, Page 39, Deed Records, Sun Potrioio County, Texas; 

3, Road rlghts·of-way as shown on the Burton & Danforth Subdivision M11p recorded in 
Volume 1.52, Page I, Deed Records, San Patrfcio County, Texas; 

4. Easement, dated February 8, 1979, from Unl Oil Co. to Central Power and Light Company, 
recorded hi Volume 807, Pago 2991 Deed Records, San Patrloio County, Texas; 

5. Agreementi dated Fet>ruary 21 1965, from Drashear-lrwin lndus1ries1 Jnc. 10 T.L. Bishop, 
recorded iti Volume 311, Page 124, Deed Records, Sall Patricio Counly, Tex.as; 

6, Term and conditions of rosorvatlon of foo tille to one certain fresh water line along with 
easement relative thereto as set out In Deed, dated June 22, 1968, from Brashear Industries, Inc. to L.V. 
Elliott, Tmstce, recorded in Volume 372, Pnge 161, Deed Records, San Patricio County, Texns; 

7. Assignment Of Covennnt to extend cl1nnnel, dated October 25. 19'11, from Mark P. 
Banjavich, et al, to T. Michael Hajccnte, et al, recorded in Volume 567, Pag1> 469, Deed Records, Snn 
Patricio County, Texas; 

8. Right-of.Way, dated July IS, 19S2, from Conn Brown to United Gas Pipe Line Company, 
recorded In Volume 176, Page 485, Deed Rcco1·ds, San Patricio County, Texas; 

9. Right-of-Way, dated September 23, 1953, from E.D. Richmond, et al, to Sunray Mid· 
Continent Oil Company, rocorded in Volume 297, Pase 283, Deed Records, San Patricio County, Texas; 

JO, Right-of-Way, doted March 16, 1962, from E.D. Richmond, Jr., et al, to the Slate ofTex11s, 
recorded in Volum~ 276, Pngo I 09, Deed Records, San Patricio County, Texas; 

I l. Right·of..Way, dated July 3, 1934, from R.K. Colcm1rn to Snn Pntrioio Cou11ty, recorded in 
Volumo 1()5, P11go 497, Deed Records, Snn Patricio County, Texas; 

EKhfbll "0" 
Page 1Of2 
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12. Oil
1 
gas and min oral leases, rescrvntion ofmlneral interests, pooling arrangements, risht-of· 

way ogrcemcnts, easements, and mineral deeds affecting tho Property and of record in the office of the 
County Clark of Snn Patricio County, Texas. 

Bnrge Dock 

Any and all restrictions, covcnnnts, casements, oil, sas and mineral leases, oil, gas and mincrnl<leeds, 
oil, gas and m_incra( reservations, rights-of-way, ifany, pertaining to the Barge Dock, but only to the extent 
any of tho forcgoin~ nro ~hown of record in the office of the County Clerk of San Patricio County and ure 
still in effect with resp cot to the Borge Dock, nnd to all zoning lows, regulations and ordinances ofrnunicipal 
nnd/or governmental nuthorilies, ifllny, but only to the extent they are still in effect and relate to ahc Barge 
Dock. 

___ , ... ,,. .. ,.,_ ..... ~-·"··· , ... _ ......... ~ .... --·-·---'-··---·· 

FILED AND RECORDED 
OFFICIAL PUBLIC RECORDS 

~ae'-~ Gr~oJ• Alanl~-Gon~alea, County Clerk 

• 

Sen Petrieia Te~as 

March 02, 2012 10 : 10:00 AM 

FEE : $611.00 615663 
OE~O 
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Wed Aug 1 11: 54: 15 2012 From: FRANCO, JANIE 

llll~t 

To: 8121466566P~ge 4 of 22 

5 PGS 
i>El!D 

·-- ··----

615662 

NOTICE OF CONI?IDENTJALITY RlGIITS: IF YOU ARI~ A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY Olt' THE FOLWWING INFORMATION FllOM THIS 

lNSTRUMENT DEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: 
YOUR SOCIAL SECUIUTY NUMBER on DlUVEWS LICENSE NUMUER. 

SPEClAit WARRANTY DEED ANP BILL OF Sb.LE 

THE STATE OF TEXAS 

COUNTY OF SAN PATRICIO 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

THAT Norcorom Jndustries SRL1 registration number J40/28710/1994 (herein called 11Grantor11
), 

for nod in considernlion of Ten And Noll 00 Dollars($ I0.00) and other good and valuable considcrntion In 

hand paid by Lazarus 'f ex11s Refinery I, LLC, a Del11ware limited liobllity company authorized to lnmsact 

bushiess in lhe State of Texas (herein called «Grantee"), whose moiling address is 801 Travis, Suite 2100, 

Ho\lston, Texas 77002, the rceeipl and sutliclcnt of which is hereby acknowledged and confessed, by these 

presents docs hereby GRANT, SELL, und CONVEY unto Grantee the following described property located 

In San Patricio Counly, 'fcxas, together with nil hnprovemenls and l!Ktures situated on, ottached or located 

on said property, to wit: 

Barge Pock 

The !lUrface only of the certain 14.24 ncres oflood, more or less, shunted in SAn Pntricio 
County, Texas, and described by metes and bounds In the Exhibit "A," attached hereto and 
mnde n pnrt hereof for all purposos (the "Barge Dock11

), together with all improvements 
located thereon, and all and singular the rights and appurrenances pertaining to the narge 
Dock. 

AS JS And WHERE rs 

Grnntcc1 also l>y thcrccordingoflhis Spcoinl Warranty Oeed And Bill OfSale, furtberacknowlcdgos 

lllld 11grecs that the Property Is USRD, 11nd that Orantce lakes the same "AS IS,'' "WHBRE IS," and "WITH 

ALL PAUL TS." 

TO HA VE AND TO HOLD 1he Property, together with 1111 and singular lhe rights and appurteno.nces 

thereto in anY"."ise belonging, unto Grantee, its successors and assigns forever; and Grnntordocs hereby bind 
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Itself, its successors and assigns, to WARRANT AND FORBVBR DEFEND, ull ond singular, the Property 

umo Gratitee, its successors and assigns, against every person whomsoever lnwfully 0111.iming or toelnim the 

same or any part thereof, by, through or under Grantee, but not otherwise. 

Ad valorem taxes for 1he current yenr hnve been prorated to the date hereof, Rttd Grantee nssumes 

the payment thereof: 

EXECUTED the 2 Cf day of ft /s(1L.d \: 'f-· 2012. 

GRANTOR: 

NORCOROM INDUSTRIES SRL 

THE STA 1'E OF TEXAS § 
§ 

COUNTY OF HARRIS § 

This i~<lrument wasac\o1owledgcd beforo meonthe~of ~· 2012, by Nelu 

Marius Velicoscu, President, Sole Shareholder and Director ofNorcorom fndu~trics SRL, a Romnninn 

corporation, -0n behalf of Sllid corporation nnd iii the cnpacity therein stated. 

After Recording Plea11e lleturn To: 
Jonathan Cnrroll 
801 Travis, Suite 2100 
Houston, Texas 77002 

2 
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EXHIDIT 11 A •t TO 
SPECYAI, WARRANTY m~I<m AND lnL! .• Oli' SALE 

BETWEEN 
NORCOROM lNDUSTR1ES1 SR.L ("GRANTOR'') 

AND 
LAZARUS TEXAS REFINERY I, LLC ("GRANTEE") 

FlELDNOTES for a 14.24 nm trnct of land being all of Lot l, Bay Block B, the West sog.29 foet 
ofL-Ot 2, Bay Block 8, lhe South 130 feet of Lot 4, Buy Block 7, 11 portion of Ocean Drive and a tract ofland 
between the Bast boundary of Ocean Drive and Redfish Bay, an as shown on the Burton & Danforth 
Subdivision map as recorded In Volume J, Pnge 3, Plat Records of Aransas County, Texas and a certified 
copy of such map is recorded In Volume I $2, P11ge I of the San Patricio County, Te,.;as Deed Records; 

BEGINNING at a !12 inch iron rod found (marked R.P.L.S. !523)at the West cornc.ir ofsai<l Loi 2 
on the Southe11sl rlght.oJ:Oway Hite ofBAy Avenue (60 foot wide rlght·of-way with variable width caliche 
surface) fort he Wes1 corner of this survey; 

THENCE North 34• 371 0011 East, along said Southeast righl·of-wny line, at 330.0() feet pass a 1/2 
Inch iron rod found (marked R.P.L.S. 1523) at the North corner of said Loi 2 and the Westcorncrof said Lot 
l, in all a distanceof640.00 feet to a 1/2 inch iron rod found (marked R.P.L.S. 1523) on the Southwestright­
of·way line of Sun Rny Road (40 foot wide right-of-way with 22 foot wide asphalt surface) for the North 
comer of fiaid Lot I and a corner of this survey; 

THENCE South 55• 301 35" East along said Southwest righl·of-wity line at 901.00 feet n 1/2 inch 
iron rod found (marked R.P L.S. J S23) bears South 34' 2.912511 West2,0 feet, ln all a distance of9 l3.24 feet 
to the West rlght-of-wo.y liJte of Ocean Drive fot the East corner of said Lot I a11d inside corner of this 
survey; 

THENCE North 16' 321 SS" East, along the West right-of-way line of Ocean Drive (80 foot wide 
rlght-of-way unimproved) 42.04 feet across Sun Rny Road ton S/8 lnch Iron rod found at the South comer 
of Lot 4, Olock 7 for an inside comer ofthls survey~ 

THENCE North 55• 30' 35" West along the Northeast right--0f-way line of Sun Ray Road, at 13.46 
feet a 1/2 inch iron rod found {marked R.P.L.S. 1523) bears South 34• 29' 25" West 2.0 feet in all a distance 
of900.l 9 feet ton 1/2 inch iron rod found (marked R.P.L.S. I 523) 11! the West cor1rnr of said Lot 4 on ~he 
Sou1heast rlght·of·way lino of Bay Avenue, for a corntir of this survey; 

THENCE North 34• 37' 00" Bast along said Southcastrlght·of·way line 130.00 foct loa 3/4 inch iron 
rod with flattened top found for the North comer of this snrvey; 

THENCE South 55' 30' 3511 Hnst, parnllel to the Northeast right·of-wny lino of Sun Ray Road and 
130 feet distant therefrom me11sured at right angles thereto, al 840.41 feet a l/2 lnch iron rod found (marked 
R.P.L.S. 1523) bears South 34• 29' 25" W~st, 1.85 foot at 851.83 feet cross !he West r!ght-of-wuy line of 
Ocean Drive~ al 861.02 feet pass a 5/8 inch iron rod in concrete found, at 941.92 feet cross the East right-of. 
way line of Ocerui Drive in all a dfst11nce of 1,038.69 feet to the shoreline ofRed Fish Bay; 

Exhibit "A" 
Page 1Of2 
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THENCE along the shoreline ofRcd Fish Bity, South 20' 50' 26'' West at 1.81 feet a l/2 inch iron 
rod found (nrnrked R.P.L.S. 1523) boars North 69' 09' 34" West 2.24 feet, in all a dislance of 89.75 feet to 
an angle p()inl in snld shoreline; 

THENCE continuing 11fong said shoreline So11th 00' 40' 20" West 80.69 feet arid thence South 13' 
50' 36" Ens! 48.8 l feet to the beginning of a concrete bulkhc11d; 

THENCE along the outside fncc of said concrete bulkhead as follows: 
South 73' 37' 0011 East 15.96 feet; 
South 20' 16' 30" West 29.72 feet; 
North 71' 291 02° West 48.32 feet; 
South 18' 171 15" Wesl 78.59 feet; 
South 71' -03' 51" East 53.00 feet a11d South 18' 42' t 111 West 193.54 feel to the end of said 
concrete bulkJ1ead; 

THENCE continuing with the shorolino of Red Fish Bay as follows: 
So\1th 40' 43' 53" West 74.95 feetj 
South 50' 50' 46" West 42.44 feet; 
South 11 • 18' IS" West l 4 l. 77 feet and South 24• 58' S l 11 West 93 .85 feet to a point on the 
Southeasterly extension of the common boundary of Lots Zand 3 Bay Block H for thti South 
corner pf this survey; 

TI lENCE with a wire fence along snid Southeasterly extension, North 5 5' 30' 35" West at 82.04 feet 
n 1/2 inch iron rod found (marked ltP.L.S. 1523) benrs South 34' 29' 25" West 2.69 in all a distance of 
132.15 feet to the centerline ofOcoan Drive fora comer of this survey, from which comer a 2 inch iron pipe 
found on the West right.of-way line of Ocean Drive bcurs North SS' 30' 3511 West 42.04 feet and the11cc 
Soutlt 16' 321 55 11 West 1.4? foot; 

THENCE with the ccntcrlina of Ocean Drive North 16" 32' 55" Ea11t, 346.87 feet to a point on the 
Southeasterly extension of the common boundary of Lois 1and2, Bay Block 8, for nn Inside comer of this 
survey; 

THENCE along last mentioned Southeasterly extension North SS' 30' 35" West 42.04 foe! to tlie 
South comer of said L<Jt l and the East comer of said Lot 2, on the West right-of-way fine of Ocean Drive; 

THENCE North 55' 30' 35" West along the common boundary of ~aid Lots l and 2 at 2.64 feet, a 
l/2 inch iron rod thund (marked R.P.L.S, 1523) bears South 34' 29' 25" West 2.77 feet in ell a distance of 
505.01 feet for an Inside comer of this survey; 

THENCE South 34 • 37' 00" West at l. l2 feet pass a 1/2 h1ch iron rod found (m0rked R.P.L.S. l 523) 
in nll(I distance of330.0 fcotto n wiro fcncu on the common boundflry of sald Lots 2and 3, Bay Block 8 for 
n comer of this survey, from which cornet a 1/2 inch iron rod found (mnrked R.P.L.S. 1523) bears South 34' 
37' 00" West J.12 foot; 

THENCE North 55• 30' JS" West with suid wire fence on the common boundary of said Lots 2 and 
3,509.29 feet to the POINT OF DEGINNINO, save and except 2.5 acres conveyed from Nationnl Oii 
Recovery Corporation to PiEncrgy Corporatioll, by Special Warranty Deed, dated August 17, 1998, to which 
Special Warranty Deed reference is hereby 111nde for a description of said 2.5 acres of' land, 

Exhibit "An 
Page 2 Of 2 



Wed Aug l 11:54:15 2012 From: FRANCO,JANIE To: 8121466566P&ge B of 22 

FILED AND RECORDED 
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 

WASHINGTON, D.C. 20460 

MAR - 6 -2003 · 
OFFICEOF. 

ENFORCEMENT ANO 
COMPLIANCE ASSURAN(;E 

MEMO RAN» UM 

SUBJECT: Interim Guidance Regarcling Criteria Landowners Must Meet in Order to Quitlify 
for Bona Fide Prospective Purchaser, Contiguous ProP, Owner, or Innocent 
Landowner Limi~tions on CER~~\abili " on Elements') 

FROM: Susan E. Bromm. Dii-ector~\Lb~ \J6' lifl'" · 
Office of Site Remediation Enforcement 

TO: 

·~: . 

Director, Office of Site Remediation and Restoration, Region I 
Director, Emergency and Remedial Response Division, Region II 
Director, Hazardous Site Cleanup Division, Region ID 
Director, Waste Management Division, Region IV 
Directors, Superfund Division, Regions V, VI, VII and lX 
Assistant Regional Admini.strator, Office of Ecosystems Protectfon and 

Remediation, Region VIII · 
Director,' Office ofEnviro~ental Cleanup, Region X 
Director, Office of Environmental Stewardship, Region I 
Director, Environmental Accountability Division, Region IV 
Regional Counsel, Regions II, ID, V, VI, VII, IX, and X 
Assistant Regional Administrator, Office of Enforcement, Compliance, and 

Environmental Justice, Region VIII 

I. .: Introduction 

The Small Business Liability .Relief and Brownfields Revitalization Act, ('iBrownflelds 
Amendments"), Pub. L. No. 107-118, enacted inJanuary2002, amended the Comprehensive 
Environmental Response, Compensation and Liability Act ("CERCLA''),.to provide important 
liability limitations for landowners that ·qualify as: (1) bona fide prospective purchasers, (2) 
contiguous property ov.iners, or (3) innocent landowners (hereinafter, "landowner liability 

· protections'' or "landowner provisions"). · · 

l 

· Recy cled/Rocyc1obla • Plin!ed wi1h Vege~le 011 Based tnk'S on 100% Recyclod Paper (403 Postcon~umer) 
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To meet the statutory criteria· for a landowner liability protection, a l~downer must meet 
certain threshold criteria and satisfy certain continui:rig obligatioris.1 fv.1:any of the conditions are . 
the same or similar under the three: landowner provisions ("co.mtnou elements"). Titls . . 
memorandum is intended to provide Environmental Protection Agency perscirniel with some · 
general guidance on the common elements of the landowner liability protections. Specifically~· 
this memorandum firSt ·discusses the threshold criteri~ of peifonning "all appropriate inquny~ 
aild demonstrating· no "affiliation" with a liable party. The m~morartdum then discus"ses the· 

. continuing obligations: · · · 

• compliance With land use restrictiops and not impeding _the effectiveness· or integrity . 
of institutional controls; . . 

• taking ureasonable steps" with respect to hazardous substances affecting a 
landowner• s property; .. ~ 

• providing ¢ooperation, assistance and access; · 
• complying with information reqilests.and administrative subpoenas; and 
• providing legally reqUired notices. 

·.A chart summarizing the comm.on elements applicable to bona fid~ prospective purchasers, · 
contiguous property owners, and innocent .landowners is 8:ttached to this memoriµidum 
(Attachment A). lti addition, two documents relating to rea5~nable steps are attached to this 

·memorandum! (1) a "Questions and Answers" document (Attachment B); and (2) a sample site~· 
specific Coinfort/Status Letter (Attachment C) . . · 

This memorandum addresses only some of the criteria a landowtlel". must meet in order to 
. qualify under .the statute as a bona fide prospective purchaser; contiguous property owner, or 
innocent landowner (ie., the cominon elements described above). Other criteria (e.g., the 
criterion that a contiguous property owner "did not cause, contribute, or consent to the release or 
threatened rel~e," found in CERCLA § 107(q)(l)(A)(i), and the criterion that a bona fide 
prospective purchaser and innocent landowner-purchase the property after all disposal of · 
hazardous.substances at the facility;fonnd in CERCLA §§ 10l(40)(A), 101(35)(A)), ate not 
addressed in tlrls memorandum. In addition, this guidance does not address obligations 

· · · · · IandoWn.ers may have under state statutory ot common law. · . 

This memorandum is an interim guidance issued in the exercise ofEPA's ~nforcement 
discretion. As BP A gains more experience implementing the Brownfields Ame~dments, the 

· Agency may ·revise this guidance.· EPA welcomes· conilnents on this· guidance· and its · 
implenienui.tion. Comments may be subnl.itted to the con.tac~ identified· at the end of this · 

. memorand1Jlll. . . . J . 

· ., ' - ' 

. 1 See CERCLA §§ I01{4~)(B)-(H), 107(q)(l)(A), 101(35)(A)-(B). 



, .... ,. 

II. Background 

The .bona fide prospective purchaser provision, CERCLA § l 07(r), provides a new . 
landowner liability protection and limits BPA's recourse for unrecovered resporise costs to a lien 
on property for the increase in fair market value attributable to EPA's response action. To 
qualify as a bona fide prospective purchaser, i:i person must meet the criteria set forth in 
CERCLA § 101(40), many ofwhich are discussed in this memorandum~. A purchaser of 
property must ~uy the property after January J 1, 2002 (the date of enactment of the Brownfields 
Amendments), in order to qualify as a bona fide prospective purchaser. These parties may 
piu'chase property with knowledge of contamination after performing all appropriate inquiry, a·nd 
still qualify for the landowner liability protection, provided they meet the other criteria set forth 
in.CERCLA § fOl(~0).2 . 

·The new contiguous property owner provision, CERCLA § 107(q), excludes from the. 
definition of "owner" or "operator" a person who owns property that is "contiguous" or 
otherwise similarly sitUated to, a facility that is the only sdurce of contamination found on his 
property; To qualify·as a contiguous property owner, a landowner must meet the criteria set 
forth in CERCLA § l07(q)(l)(A), many of which are common elements. This landowner 
provisJpn "protects parties that are essentially victims of pollution incidents caused by their 
neighqor's actions." S. Rep. No. 107-2, at 10 (2001). Contiguous property owners must perform 
all .appropriate inquiry prior to purchasing property. Persons who know, or have reason to know, 
prior to purchase, that the property is or could be contaminated, cannot qualify for the 
contiguous property owner liability protection.3 

. );'he Brownfields Amendments also clarified the .CERCLA § 107(b)(3) innocent 
landowtjer affirmative defense. To qualify as an innocent landowner, a person mu1>t .meet the 
criteria set forth .in section 107(b)(3) and section 101(35). Many of the criteria in section 
I 0 l (35) are common elements. CERCLA § 101 (35)(A) distinguishes between three types of 
innocent landowners. Sectiori 101 (35)(A)(i) recognizes purchasers who acquiie property 
without knowledge ofthe contamination. Section 101(35)(A)(ii) discusses governments . 

. acquiring con1aminated property by escheat, other involuntary transfers or acquisitions, or the 
exercise of eminent domain authority by purchase or condemnation. Section 101(35)(A)(iii) 
covers inheritors of contaminated property. For purposes of.this guidance, the term "innocent · 
landowner" refers only to the unknowing purchasers as defined in section 101(35)(A)(i). Like 

2 For a discussion of when EPA will consider providing a prospective purchaser.with a 
covenant not to sue in light of the Brownfields Amendments,~ "Bona Fide Prospecti:ve Purchasers and 
the New Amendments.to CERCLA," B. Breen (May 31, 2001). 

3 CERCLA §.107(q)(l)(C) provides that a person who does nQ! qualify as a contiguous 
property owner because he had, or had reason to have, knowledge that the property was or coul~ be ' 
contaminated when he bought the property, may still qualify for a landowner liability protection as a bona 
fide prospective purchaser, as Jong as· he meets the criteria set forth jn CERCLA § 101(40). 

3 
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contiguous property owners, persons desiring to qualify as innocent landowners must perform all 
appropriate inquiry prior to purchase and cannot know, or have reason to know, of contamination 
in o,rder to have a viable defense as an innocent lanqowner. . 

III. · Discussion 

A party claiming to be a bona fide prospective purchaser, contiguous property owner, or 
section 101(35)(A)(i) innocent landowner bears·the burden of proving that'it meets the 
conditions of the applicable landowner liabi"tity protection.4 Ultimatdy, courts will determine 
whether landowners in" specific cases have met the conditions of the landowner liability 
protec.tions and may provide interpretations of the statutory conditions. EPA offers some general 
guidance below regarding the ·common elements .. This guidance is intended to be used by · · 
Agency personnel in exercising enforcement discretion. Evaluating whether a party meets these 
conditions will require careful, fact-specific analysis. · · · 

A. Threshold Criteria· 

, To qualify as a bona fide prospe¢tive purchaser, contigUQUS property owner, or innocent 
land~wner, a person must perform '(ail appropriate inquiry" before acquiring the property; Bona 

.. fide prospective purchasers ~d contiguous property owners must, in addition, demonstrate that 
they are not potentially liable or "affiliated'; with any other person that is potentially liable for 
resporlse costs at the property. · · ., · 

I. · All Appropriate Inquiry · 

·To meet the statutory criteria of a bona 'fide prospective purchaser, contiguous property 
owner, or innocent landowner; a person must perform·"aHappropl-iate inquiry" into the previous 
ownership and uses of property before acquisition of the property. CERCLA §§ l01(40)(B), 
l07(q)(l)(A)(viii), 101(35)(A)(i),(B)(i).1 Purchasers ofpropertY wishing to avail themselves· of u 
Iandowncr .. liabifity protection cannot-perform .all appropriate inquiry after purchasing. 
contaminated property. As discussed abov·e, ·bona fide prospective purchasers may acquire · 
property with knowledge of contamination, after performing aU appropriate inquiry, and 
maintain their protection from liability. _in contrast, k.t)owledge~ ·or. reason to kti.O\V, of 
contamination priorto purchase defeat:S the contiguous property owner lfa6flity protection. and 
the innocent landowner liabilitY protection... · 

The Brownfields Amendments specify the all appropriate inquiry standard to be applied. 
'I:he Brownfields Amendments .state that purchasers of property before May 31, 1997shall take 
into account such things as commonly known information ::ibout the property~ the.value of the 
property if clean, the abiUty of the defendant to detect contamination, and ·other similar.criteria. 
C 

' . . . . ., 
·--,.,.;. 



of the American Society for Testing and Materials ("ASTM"), including the document known as 
Standard El527 - 97, entitled "Standard Practice for Environmental Site Assessments: Phase l 
Environmental Site Assessment Process," are to be used. CERCLA § I 01 (35)(B)(iv)(Il). The 
Brownfields Amendment.s require EPA, not later than January 2004, to promulgate a regulation·· 
containing sta.ndards and practices for all appropriate inquiry and set out criteria that must be 

·addressed in EPA's regulation. CERCLA § 101(35)(B)(ii), (iii). The all appropriate inquiry 
standard will thus be the subject offuture EPA regulation and guidance. 

2. Affiliation 

To meet the statutory criteria of a bona fide prospective purchaser or contiguous properfy 
owner, a party must not be potentially liable 'or affiliated with any other person who is 
potentially liable for response costs:s Neither the bona fide prospective purchaser/contiguous 
property owner provisions nor the legislative history define the phrase "affiliated with," but on 
its face the phrase has a broad definition, covering direct and indirect familial relationships, as· 

. well as many contractual, corporate, and financial relationships. ·It appears that Congress 
intended the affiliation language to prevent a potentially responsible party from contracting away 
its CERCLA liability through a transaction to a family member or related corporate entitY .. EPA 
recognizes that the potential breadth of the tei:m "affiliation" could be taken to an extreme, and 

·' )n exercising its enforcement discretion, EPA'intends to be guided by Congress' intent ()f 
: preventing transactions structure~ to avoid liability. 

...... ."-".;;; ..... 

' ' ' 

The innocent landowner provision. does not contain this ~·affili.atio.n" language. In order 

s .The bona fide prospective purchaser provisfon provides, in pertinent part: 

No AFFILIATION-The person is not-(i) potentially liable,'.or affiliated with any other 
person that is potentia11y liable, for response costs at a facility through- (I) any direct or 
indirect fumilial relationship; or (II) any contractual, corporate, or financial relationship 
(other than a contrac_tual, corporate, or financial relatiopship that is created by the 
instruments by which.title to the facility is conveyed or financed or by a contract.for the 
sale of goods or services); or (ii) the result of a reorganization of a business entity that 
was potentially liable. CERCLA § 101(40){H). 

The contiguous property owner provision provides, in pertinent part: 

NOT CONSIDERED Tq BE AN OWNER OR OPERA TOR-:- .•• (ii) the person is not- (I) 
potentially liable, or affiliated with any other person that is potentially liable, for response 
costs at a facility through any direct or indirect familial relationship or any contractual, 
corporate, or financial relationship (other than a contractual, corporate, or financial 
relationship that is create4 by a contract for the sale of goods or services); or (II) the 
result ofa reorganization ofa business entity that was potentially liable[.]CERCLA § 

. 107{q)(I )(A)(ii). . . 
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to meet the ·statutory criteria of the innocent landown~r liability protection, however, a person 
must e~tablish by~ preponderance of the evidenc;e that the act or omissicin that caused the release 
or threat of release· of hazardous substances· and the resulting damages were caused by a third ' 
party ~ith whom the person does not have an employment, agency, 9r contractual relationship: 
Contractualrelations~ip is defined in section· 101 (35)(A). 

B. Continuing Obligations 
' .. 

Several of the conditions a landowner must meet in order to achieve and maintain a 
la_ndowner liabilitY protection are continuing obligations. This section discusses those. 
continuill.g 9bligations: {1) complying with land use restrictions and institutional controls; (2) 
taking reason.able steps with respect to hazard9us substance releases; (3) providing full 
cooperation, assistance, and access to persons that are authorized to con~uct response actions or 

·natural resource restoration; (4) cotnp1ying with information requests and administrative 
subpoenas; and (5) providing legal,iy required notices. . ' 

l. Land Use Restriction.~ and Institutional Controls 

The bona fide_prospedive purch<1Ser, c~ntiguous property.owner, and-innocent landowner 
provisions all require compliance wit_h the following origoing obligations as.a condition for 

· maintaining a land<?::vner Jfability protection: 

the person is in compliance with any land use restrictions established or relied on 
in connection with the response action and 

the person does not impede the 'effectiveness or integrity of any institutional 
· control employed in connection with a response action. . 

CERCLA §§ l01(40)(F), 107(q)(l)(A)(V), 101(35)(A). Initial1y, the~e are two important points 
worth noting about these provisions. First, because institutional controls are often used to · 
implement land use. restrictions, failing to compiy with a land use restriction may also impede. 

· the effectiveness or integrity of an institutional control, and vice versa .. As explained below,. 
however> these tWo provisions do set forth di~tinct requirements .. Secpnd, _the~e are.ongoing. 

·· obligations and, therefore, EPA believes the statute requlres,bona fide prospective purchasers, 
·.contiguous property owners, and innocent landowners to comply with land use ·r~strictions and to 

implement .institutional controls even if the restrictions or institutional controls were not in place 
at the time the person purchased the property . 

. Institutional controls are administrative and if1gal ~ontrols that minimize. the potential for 
human exposure to contamination and protect the integrity of remedies by limiting land .or 

•• ! ' • • • • • • .•. 
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resource use, providing infonnation to modify behavior, or both.6 For example, an instjtutional 
.control might prohibit the drilling of a drinking water well in a contaminated aquifer or 
disturbing contaminated soils. EPA typically uses institutional controls whenever contamination 
precludes unlimited use and unrestricted exposure at the property. lnstitutional c0ntrols are 
ofteri needed both before and after completion of the remedial action. Also, institutional controls 
may need to remain in place for an indefinite duration and, therefore, generally need to survive 
changes in property ownership (i.e., run with the land) to be legally and practically_~ffective. 

Generally, EPA places institutional controls into four categories: 
(1) governmental controls (e.g., zoning); 
(2)" proprietary controls (e.g., covenants, easements); 
(3) enforcement documents (e.g., orders, consent decrees); and 
(4) informational devices (e.g., land record/deed n_otices). 

Institutional controls often requiTe a· property owner to take steps to implement the controls, such · 
as conveying a property interest (e.g., an easement or restrictive covenant) to another partY such 
as a governmental entity, thus providing that party with the right to enforce a land.use restriction; 
applying for a zoning change; or recording a notice in the land records. 

Because institutional controls are tools used to l~mit exposure to contamination or protect 
a remedy by limiting land use, they are often used to implement or establish land use restrictions 
relied on in connection with the response action. However, the Brownfields Amendments 

. · require compliance with land use restrictions relied on in connection with the response action, 
even if those restrictions have not been properly implemented through the use of an enforceable 

. institutional control. Generally, a land use restriction may be considered "relied on" when the 
restriction is identified as a component of the remedy. Land use restrictions relied on in 

.:connection with a response action may be documented in several places depending .on the · 
progr.am under· which the response action was conducted, including: a risk assessment; a re111edy 
decision document; a remedy design document; a permit, order, or consent decree; under.some 
state response programs, a statute (e.g.', no groundwater wells when relying on.natural 
attenuation); or, in other documents develop~d in conjunction with a response action. 

An.institutional control may not serve the purpose of implementing a land use restriction 
for a variet)r ofreasons, inqluding: (1) the institutional control is never, or has yet to be, 
implemented; (2) the property owner or other persons using the property impede the 
effectiveness of the institutional CQntrols in some way and the party responsible for enforcement 
of the institutional controls neglects to take sufficient measures to bring those persons into 
compliance; or (3) a court finds the controls to be unenforceable. For example, a chosen remedy 
might rely on an ordinance that prevents groundwater from being used as drinking water. If the 
local government failed to enact the ordinance, later changed the ordinance to allow for di'inkiJ?g 

6 For additional information on institutional controls, see "Institutional Controls: A Site 
Manager's Guide to Identifying, Evaluating, and Selecting Institutional Controls at Superfund and RCRA 
Corrective Action Cleanups,'"Septem~er 2000, (OSWER Directiye 9355.0-74FS-P). 
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water use, or failed to enforce the ordinance; a landowner is still required to -comply with the 
groundwater use restriction identified as part of the remedy to maintain its landowne.r liability 
protection . .Unless authorized by the regulatory agency responsible for overseeing the remedy, if 
the landowner fails to comply with a land use restriction relied on in connection with a response 
action, the o'wner will forfeit the liability protection and .EPA may use· its CERCLA authorities to 
order the owner to remedy the violation, or EPA may remedy the violation itself~nd seek cost . 
recovery froin the noncompliailt landowner. · · · · 

. In. order to meet the statutory 'criteria. of a bona fide prospective purchaser, contiguous 
property owner, or innocent landowner, a party may not impede the effectiveness 9r integrity of 
any institutional control employed in connection with a response·action. See CERCLA §§ 
f 01(40)(F)(ii), 107(q)(l)(A)(v)(II), 101(35)(A)(iii). Impeding the effectiveness or integrity of an 
institutional control does not require a physical disturbance or disruption of the land. A 
landowner could jeopardize the reliability of an institutional control through actions short of 
violating restrictions on land use. In fact, not all institutional controls actually restrict the use of 
land. For example, EPA and State programs often use notices to convey information regarding 
c_ontamination on site rather· than actually restricting the use. To do this," EPA or a State may 
require a notice to be placed in the land records. If a landowner removed the notice, the removal 
·would impede the effectiveness of the institutional control.· A similar requirement is for a 
landowner t6 give notice of any institutional controls on the property to a purchaser of the 
prop~rty. Failure to give this notfoe may impede the effectiveness of the control. Another 
example of impeding the effectiveness of an institutional control would be if a landowner applies · 
for a zoning change. or variance when the current designated use of the property was intended.to 
a~t as an institutional eontrol. Finally,. EPA might also·consider a landowner"s refusal to assist . 
in the hnpkfnentation of an institutional control employed in connection with the response 
action, such as not recording a deed notice or not agreeing to an easement or covenant, to 
constitute a violation of the requirement not to impede the effectiveness or i'ntegrity o~an · 
iristituti onal contra I. 7 

An owner may seek changes to land use restrictions and institutional controls relied on in 
connection with a response action by following procedures required by the regulatory agency 

· responslble for overseeing the origival response action. ·Certain restrictfons and institutional · 
controls may not need to remain in place in perpetuity. For example, changed site conditions, 
such as natural attenuation or additiOrial cleanup~ may alleviate the'rieed for restrictfo'ns oi . .. ~ · .. .. . 
institutional controls. If an owner believes changed site conditions warrant a change in land or 
resource use or is interested in performing additional response a~tions that would eliminat~ the 
need for particular restri~tions. and controls, the owner.should rev.iew and follow the appropri.ate 
regulatory agency procedures prior to under:taking any action that may .violate the requirements 
of this Pl'ovision. · · · · · · 

····· ·-··-··- ··aisiStan£e;·an.d access:· CERCtk'§§ Hi1(4o)(:E)~·To7((i)(f)(A)(iv);ToT(3s)(Af- ·. 
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2. Reasonable Steps 

a. Overview 

Congress, in enacting the landowner liability protect\ons, included the condition that 
bona fide prospective purchasers, contiguous property owners, and innocent landowners take 
"reasonable steps" with respect to hazardous substance release~ to do all of the following: · 

- .Stop continuing releases, 
- Prevent threatened future releases, and 
- Prevent or limit human, environmental, or natural.resource exposure to 

earlier hazardous substance releases. 

CERCLA §§ 101(40)(0), 107(q)(l)(A)(iii), 101(35)(B)(i)(Il).8 Congress included this condition 
as an incentive for certain owners of contaminated properties to avoid CERCLA liability ~y, 
among other things, acting responsibly where hazardous substances are present on their property. 
In adding this new requirement, Congress adopted an approach that is consonant with traditional 
common law principles and the existing CERCLA "due care" requirement9 

.. .. By making the landowner liability protections subject to the obligation 'to take 
"reasonable steps,'' .EPA believes Congress intended to balance the desire to protect certain 

. . ::.·J~ndowners from CERCLA liability with the need to ensure the protection of human healt~ and 
~· the environment. In requiring reasonable steps from parties qualifying for landowner liability 

protections, EPA believes Congress did nQt intend to create, as a general matter, the same types 
. .-!of response obligations that exist for a CERCLA liable party (e.g., removal of contaminated soil, 

·S CERCLA § 101(40)(D), the bona fide prospective purchaser reasonable steps provision, 
. provides: ''It]he person exercises appropriate care with respect to hazardous substances found at the 
facility by taking reasonable steps to- (i) stop any coniinuing release; (ii) prevent any threatened future 

. release; and (iii) prevent or limit human> environmental, or natural resource exposure to any previously 
released hazardous substance," 

CERCLA § 107(q)(l)(A), the contiguous property owner reasonable steps provision, provides: 
· "the person takes reasonable steps to- (I) stop any continuing release; (II) prevent any threatened future 

release; and (III) prevent or limit human, environmental, or natural resource exposur~ to any hazardous 
substance released on or from property owned by that person." 

CERCLA § 101 (3 S)(B )(II), the innocent landowner reasonable steps provision, provides: "the 
defendant took reasonable steps to- (aa) stop any continuing release; (bb) prevent any threatened future 
release; and (cc) prevent or limit any human, environmental, or natural resource exposure.to any 
previously released hazardous substance." · 

9 See innocent landowner provision, CERCLA § 107(b)(3)(a). 
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extraction and treatment of contaminated groundwater). 10 Indeed, the contiguous property 
owner provision's legislative history states that absent "exceptional drcumstances . .. , these 
persons are not expected to conduct ground water investigations or install remediation systems, 
or undertake other response actions that would be more properly paid for by the responsible 
parties w~o caused the contamination." S. Rep. No. 107-2, at 11 (2001). In addition, ~e 

. Brownfields Amendments provide that contiguous property owners are generally not required to 
conduct groundwater investigations or to install ground water remediation systems. CERCLA § · 
107(q)(ij(D)."11 Neve.rtheiess, it seems clear that Congl'.ess also did not·intend to allow a 
landowner. to ignore the potential dangers associated with hazardous substances.. on its property~ 

Although the reasonable steps legal standard is the same for the three landowner 
provisions, the obligations may differ to some extent because of other differences among the 
three statutory provisions. For example, as noted earlier, one of the conditions is that a person · 
claiming th~· status of a.bona fide prospective purchasert .contiguous property owner, o.r innocent 
landownei· must have "'carried ·out all appropriate inquiries" into the previous ownership and uses 
of the facility in ac9ordance with generally accepted good commercial and customary standards 
and practices; CERCLA §§ 101(40)(13), 107(q)(l)(A)(viii), 101(35)(B). However, for a 
contiguous property owner or innocent landowner, knowledge of contamination defeats 
eligibility for the liabilitY protection. A _bona fide prospective purchaser may purchase ~ith 
knowledge of the contamination and still be eligible for the Hability protection. Thus, only·the·. 
bona fide ·prospective purchaser could purchase a.contaminated property that is, for example, on 
CERCLA's Nation11l Priorities List12 or ·is undergoing active cleanup under an EPA or Stat~ 

10 
. There could be unusual cil'cumstances where .the reasonable steps required of a bona fide 

prospective purchaser, contiguous property owtler, or innocent landoWl'l.er would be akin to the 
· obligations of a potentially responsible party (e.g., the only remaining response actfon is institutio.nal 

controls or monitoring, the benefit of the response action will inure primarily to the landowner, or the 
landowner is the only person in a position to prevent or limit an immediate hazard). This may be more 
·likely to arise in the context of a bona fide prospective purchaser as the purchaser may buy the property 

· with know ledge· of the contamination, · 

ll CERCLA § _l07(q)(l)(D) provides: 

GROUND WATER.• With respect to a hazardous substance from one or more sources that 
are not on the property of a person that is a contiguous property owner that enters ground 
water beneath the property of the person solely as a result of subsurface migration in an 

i aquifer, subparagraph (A){iii) shall not r.equire tile person to conduct ground water. . 

)
. . · investigatfons or to install ground water remediation systems, except in accordance with 
i.. • the policy ofthe Environmental Protection Agency con~ni.ing owners of property 
, containing contamin~ted aquifers, dated May 24; 1995,: 

\ 
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cleanup program, and still maintain his liability protection. 

The pre-purchase "appropriate inquiry.,, by the bona fide prospective purchaser will most 
· likely inform the bona fide prospective purchaser as to the nature and extent of contamination on 
the property and what might be considered reasonable steps regarding the contamination - ~ how 
to stop continuing releases, prevent tl_rreatened future releases, and prevent or limit human, 
environmental, and natural resource exposures. Knowledge of contamination and the . 
opportunity to plan prior to purchase should be factors in evaluating what are reasonable steps, 
and could result in greater reasonable steps obligations for a bona fide prospective purchaser.13 

Because the pre-purchase "appropriate inquiry" performe.d by a contiguous property owner or 
innocent landowner must result in no knowledge of the contamination tor the landowner liability 
protection to apply, the context for eva!Uating reasonable steps for such parties is different. That 
is, reasonable steps in the context of a purchase by a bona fide prospective purchaser may differ 
from reasonable steps for the other protected landowner.categories (who did not have knowledge 
or an opportunity to plan prior to purchase). Once a contiguous property owner or innocent 

. landowner learns that contamination exists on his property, then he must take ryasonable steps 
considering the. available information about the property contamination. · 

The required reasonable steps relate only to responding to contamination for which the 
. bona fide prospective purchaser, contiguous property owner, or innocent landowner is not 
.responsible. Activities on the property subsequent to purchase that result in new contamination 

.:.:can give rise to full CERCLA liability. That is, more than reasona~le steps will likely be 
required from the landowner if there is new hazardous substance contamination on· the 
landowner's property for which the landowner is liable: See,~ CERCLA § 101(40)(A) 
(requiring a bona fide prospective purchaser to show "[a]ll disposal of hazardous substances at 

. the facility occurred .before the person acquired the facility"). · 

As part of the third party defense that pre-dates the.Brownfields Amendments and · 
continues to Qe a distinct requirement for innocent landowners, CERCLA requires the exercise 
of "due care with respect to the hazardous ·substance concerned, taking into consideration the 

. characteristics of such ha1..ardous substance, in light of all the relevant facts and circumstances." 
CERCLA § 107(b)(3)(a). The due care language differs from the Brownfields Amendments' 
new reasonable steps language. However, the existing case law on due care provides a reference .· 
point for evaluating the reasonable steps requirement. When courts have examined the due care 
requirement in the context of the pre-existing innocent landowner.defense, they have generally· 
concluded that a landowner should take some positive or affirmative step(s) when confronted 
with hazardous substances on its property. Because the due care cases cited in Attachment B· 
(~Section III.B.2.b "Questions and Answers," below) interpret the due care statutory language 
and not the reasonable steps statutory language; they ar~ provided as a reference point for the· 
reasonable steps analysis, but are not intended to define reasonable steps. 

The reasonable steps determination will be a site-specific, fact-based inquiry. That 

As noted earlier, section 107(r)(2) provides EPA with a windfall lien on the property .. · 
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inquiry should take into account the different elements of the landowner liability protections arid. 
. should reflect the balance that Congress sought between protectit1g certain landowners from · 

CERCLA liability and assuring continued protection ofhumall health and the environmcnC 
Although each site will have its own unique aspects involving individµal site analysis, 
Attachment B provides some questions and answers intended as general guidance on the 
question of what actions may constitute reas<;mable steps. · 

b> Site-Specific Comfort/Status Letters Addressing Reasonable Steps 

Consistent with its "Policy on the Issuance of Comfort/Status Letters," (" 1997 
Comfort/Status Letter Policy"), 62 Fed. Reg. 4,624 (1997), EPA may, in its discretion, provide a 
co_mfort/status letter addressing reasonable steps ~ta specific site, upon request. EPA antidpates 
that su~h letters will be limit~d to sites with significant federal involvement such that the Agency 
has sufficient information fo (onn a basis for suggesting reasonable steps (e.g., the site is on the 
National Priorities List or EPA has conducted or is conducting a removal action on the site). In· ··· 
addition, as the 1997 Comfort/Status Letter Policy provides, "[i]t is not EP A's intentto become 
involved in typical real estate transactions. Rather, EPA intends to limit the use of ... comfort 

. to where it may facilitate the .cleanup and redevelopment of brownfields, where there is the 
realistic perception or probability of inc1ming Superfund liability, and where there iS no other 
mechanism available to adequately address the party's concerns.'' Id. Iti its discretion, a Region 
may conclude in a given case that it is not necessary to opine about reasonabl.e steps because it is 

· clear that the landowner does not or will not meet other elements of the relevant landowner 
lia.bility protectiot1. A sample reasonable steps comfort/status letter is attached to this 
memorandum (see Attachment C). · 

The 1997 Comfort/Status Letter Policy recognizes that, at some sites, the state has the 
lead for day-to-day actiyities and oversight of a respons~ action, and the Policy includes a 

. "Sample State Action Letter." For reasonable steps· inquiries at such sites, Regions should 
handle responses.consistent with the existing 1997 Comfort/Status Letter Policy. In additfon, 

.where appropriate, if EPA has had the lead at a site with respect to response actions (e.g.; EPA 
has conducted a removal action at the site), but the state will be taking over the lead in the near 
future, EPA should coordinate with the state prior to issuing a comfort/status letter suggesting 
reasonable steps at the site. . . . . . . 

3. Cooperation, Assistance, and Access 

The Brownfields Amendments require that bona fide prospective pµrchasers, contiguous 
prqperty owners, and innocent landowners ,provide full cooperation; assistance; and access to . 

· persons who are ~uthorized to conduct response actions or natur~l resourc.e restoration attlw · 
vessel or facility from which there has been a release or threatened release, including the ·. · 

•••• •• O. ••• ><••• .... +-,• ,-•-••'• ' """ "" ' "., "" ""* •• ' "" "'"'""·•-••• •••••:•·'~" '' • ••••••:·,,, .. • . ...... -•,; ... ~" ••• •-'• •'•••••• "" ,_:,,_.,,..H•-•• ,j '' "' •' '·"* '• •••••••"'"'. ,,., :, • • • ••• ''' ,., .- . ,., -•· '' · ·• ·• • ••-••••''"' " ••• ""-"' < ' ' ' '' ' '';"' '''' ••• • • 

12 

.I 

·j 
i 

i. 



i. 

4. Compliance with Informcttfon Requests and Administrative Subpoenas 

The Brownfields Amendments require bona fide prospective purchasers and contiguous 
property owners to be in compliance with, or comply with, any request for information or 
administrative subpoena issued by the President under CERCLA. CERCLA § § l 0 l( 40)(0), 
107(q)(l)(A)(vi). In particular, EPA expects timely, accurate, and complete rcspohses"from .all 
recipients of section 104( e) information requests. As an exercise of its enforcement discretion, 
EPA may consider a· person who has made an inconsequential ~nor in responding (e.g., the 
person sent the response to the wrong EPA address and missed the response deadline by a day), a 
bona fide prospective purchaser or contiguous property owner, as long as the land.owner also 
meets the other conditions of the applicable landowner liability protection. 

5. · Providing Legally Required Notices 

The Brownfields Amendments subject bona fide prospective purchasers and contiguous 
. property owners to the same "notice" requirements. Both provisions mandate, in pertinent part, 
that "[t]he person provides all legally required notices with respect to the discovery or release of .. 
any hazardous substances at the facility." CERCLA §§ 101 ( 40)(C), 107( q)(l )(A)(vii). EPA 
believes that Congress' intent in including this as an ongoing obligation was to ensure that EPA 

. and other appropriate entities are made aware of hazardous substance releases in a timely 
· rnanner. 

''Legally required notices" may include those required under federal, state, and local 
laws. Examples of federah1otices that may .be required include, but are notHmited to, those 

·under: CERCLA § 103 (notification.requirements regarding releas~d substances); EPCRA § .304 
("emergency notification"); and RCRA § 9002 (notification provisions for underground storage 

·;tanks). The bona fide prospective purchaser and contiguous property owner have the burden of 
ascertaining what notices are legally required in a given instance and of complying with those 
notice requirements. Regions may require these landowners to self-certify that they have 
provided (in the case of contiguous property owners), or will provide within a certain number of 

·days of purchasing the property (in the case of bona fide prospective purchasers), aH legally 
required notices. Such self-certifications may be in the form of~ Jetter signed by the landowner 
as long as the letter is sufficient to.satisfy EPA that applicable r)otice requirements have been 
met. Like many of the other comrnon elements discussed in this memorandum, providing legally 
required notices is an ongoing obligation of any J~ndowner desiring to maintain its status as a 
bona fide prospective purchaser or contiguous property owner. 

IV. Conclusion· 

Evaluating wheth<;r a landowner has met the criteria of a particular landowner provision 
will require careful, fact-specific analysis by the regions as part of their exercise of enforcement 
discretion. This memorandum is intended to provide EPA personnel with some general guidance 
on the common elements of the landowner liability protections. As EPA implements the 
Brownfields Amendments, it will be critical for the regions to share site~specific experiences and . ' . . 
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information pertaining to the common elements amongst each other and with the Office of Site 
Remediation Enforcement, in order to ensure national consistency in the exercise of the · · 

·Agency's enforcem~nt discretion. EPA anticipates that its Landowne'r Liability Protection 
Subgroup, whfoh is comprised of rnembers from va_rious headquarters offices, the Offices of 
Regional Counsel, the Office of General Counsel, and the Department of Justice, will remain 
intact for the foreseeable future and will be available to serve as a clearinghouse for .information 
for the regions on the common elements. · 

Questions and comments regarding this memorandum,or site~specific inquir.ies should be 
. directed to Cate Tierney, in OSRE's R~gional ·support Division (202-564-4254, · 
Tierney.Cate@EPA.gov}, or Greg Madden, in CSR.E's Policy & Program Evaluation Division 
(202-564-4229, Madden.GregOry@EPA.gov). ·. · · · 

V. Disclaimer 

This memorandum is intended solely for the guidance of employees of EPA and the 
Department of Justice and it creates no substantive rights for any persons. It is not .a reg.ulation . 
and does not impose legal obligations. EPA will apply the guidance only to the extent · 
appropriate based on the facts. · · 
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Attachment A 

Chart Summarizing Applicability of"Common Elements" to Bona Fide Prospective 
Purchasers, Contiguous Property Owners, and Section 101(35)(A)(i) Innocent Landowners 

All Appropriate Inquiry v v v 

No affiliation demonstration v v * 
Compliance with land use restrictions and institutional v v v 
controls 

Taking reasonable steps v v . ., 
Cooperation, assistance, access V' v V' 

Compliance with -information requests and administrative v V' ** subpoenas 

Providing legally required notic;:es· . . V' V'. *** 
* Although the innocent landowner·provision does not contain this "affiliation" l~nguage, i~ order 

. to meet the statutory criteria of the innocent landowner liability prQtection, a person must . 
estabI;sh by a preponderance of the evidence that the act or omission that caused the release or , 
threat ofrelease of hazardous substances and the resulting damages were caused by a third party 
with whom the person does not have an employment, agency, or contractual relationship. 
CERCLA § 107(b)(3) .. Contractual relationship is defined in section 101(3.S)(A). 

** Compiiance with information requests and administrative subpoenas is not specified as a statutory 
criterion for achieving and maintaining the section l01(35)(A)(i) innocent landowner liability 
protection. However, CERCLA requires compliance with administrative subpoenas from all 
persons, and timely, accw·ate, and complete responses from all recipients of EPA information 
requests . 

. *** Provision oflegally required notices is not specified as a statutory criterion for achieving and 
maintaining the section 101(35)(A)(i) innocent landowner liability protection, These 
landowners may, however, have notice obligations under federal, state and local laws. 

·--------·-~-==--------------.. 
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Rcasonaflle Steps Questions and Answers 

The "reasc;mable steps'' required of a bona fide prospective purchaser, contiguous 
property owner, or section l01(35)(A)(i) innocent landowner under·CERCLA §§ 101(40)(D), 
107 ( q)(l)(A)(iii),. and 101 (3 S)(B)(i)(II), will be a site-specific; fact-based inquiry. Although· 
each site will have its own unique aspects involving individual site analysis, below are some 
questions and answers irttended to provide general. guidance on the question of _what actions.may . 
constitute reasonable steps. The ansyvers provide a specific response to the question·posed, 
without identifying additional actions that might be necessary as reasonable steps or actions that 
may be require~ ·under the other statutory conditions for each landowner provision (e.g., 
providing cooperation and access). In addition, the answers do not address actions .that may be 
required under other federal statutes (e.g., the Resource Conservation and Recovery Act, 42 
U.S.C. § 6901 et seq.;.the Clean Water Act; 33 U.S.C. § 1251,. et seq.; and the Toxic Substances 
Control Act, 15 U.S.C. § 2601, et seq.), and do not address landowner obligations under state 
statutory or common law .14 · · 

Notification 

Q 1: Ifa persob conducts "all approp~fate inquiry" with respect to a property where EPA has 
conducted a removal action, discovers hazardous substance contamination on the prope,rty tbat i~ 
unkn:own 'to EPA, and tQ.en purchases the property, is riotifkation to EPA or the state about the , · 
-contamination a reasonable step? . 

At: Yes. First, bona fide prospective purchasers may haye an obligation to provide notice of 
· t~e di~covery or release of a hazardoµs substance under the legally required no~ice proyision, 

.. CERCLA § 101(40)(C).· Second, even if not squarely required by the notice conditions, 
providing notice of the contamination to. appropriate governmental authorities would be a · 
r.easonable step in order to prevent a "threatened future release" and "prevent or lim'it ... · ·. 

. .. 

· . . ·. · exposure." Congress specifically id~ntified "notifying appropriate Federal, ·State, and· locaJ · · ·· .. .. · ... 
·official~'' as a typical reasonable step. S. Rep. No.107-2, at 11 (2001); ~also, Bob;s Beverage 
Inc. y. Acme. lnc., 169 F. Supp: 2d 695, 716 (N.D. Ohio 1999) (failure to timely. notify EPA and 
Ohio EPA of groundwater contamination was factor in· conclusion that party failed to exercise 
due care), aff'd, 264 F. 3d 692 (6th Cir .. 2001). It should be noted that the bona fide prospective 
purchaser provision is the only one of the three landowner provisions where·a person can 
purchase property with knowleage that if is contaminated and· still qualify, for the landowner 
liabili · rotection. . . , · · · · · · ' · .· 

14. The Brownfields Amendments did not alter CERCLA § 114(a), which provides: 

...... additional ··Uabi lit)'·or requirements· with respect-to thereleµse ·ofha1..artlou~ subsumces · wilhin· stickSlate~'·,, ..... · ·· ........ ·- -· ,, '· ............ ·-·· · 
. . ·. . . 
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Site Restrictions 

Q2: Where a property owner discovers unauthorized dumping of hazardous substances on a 
portion of her property, are site access re~trictions reasonable steps? 

A2: Site restrictions are likely appropriate as afirst step, once the dumping is known to the 
owner. Reasonable steps include.preventing or limiting "human, environmental, or natural 
resource exposureH to hazardous substances. CER~LA §§ 10 l( 40)(D)(iii), 107(q)(l )(A)(iii)(III), 
101 (35)(B)(i)(ll)( cc). The legislative history for the contiguous property owner provision 
specifically notes that "erecting and maintaining signs or fences to prevent public exposureu may 
be typi~al.reasonable steps. S. Rep. No. 107-2, at 11 (2001); ~~ Idylwoods Assoc. y. 
Mader Capital, Inc., 915 F. S,upp. 1290, 1301 (W.D.N.Y. 1996) (failure to restrict access by 
erecting signs or hiring security personnel was factor in evaluating due care), aff'd on reh 'g, 956 
F. Supp. 410, 419-20 (W.D.N.Y. 1997);New Turk v. Delmonte. No .. 98-CV~0649E, 2000 WL 
.43.2838; "'4 (W.D.N.Y. Mar. 31, 2000) (failure to limit access despite knowledge of trespassers. 

· was not due care). · 

Containing Releases or Threatened Releases 

Q3: If a new property owner discovers some deteriorating 55 gallon drums.containing unknown 
· material among empty drums in an ol4 warehouse on her property, would segregation of the 

>.:drums and identification of the material in the drums constitute reasonable steps? 

. A3: Yes, segregation and identification of potential hazards would' likely· be appropriate ·first 
steps. Reasonable steps must be taken to "prevent any threatened future release." CERCLA §§ 
101 ( 40)(D)(ii), I 07( q)(l )(A)(iii)(II), 10 l (35)(B)(i)(II)(bb ). To the extent the drums have the 
potential to leak, segregation and containment (e.g., drum overpack) would prevent mishandling 
and releases to the environment. For storage ·and handling purposes, an identification of the 

·potential hazards from the material will likely be necessary. Additional identification steps · 
.would likely be necessary for subsequent disposal or resale if the material ~ad commercial value. 

Q4: If a property owner discovers that the containment system for an on-site waste pile has 
been breached, do reasonable steps include repairing the breach? 

A4: One of the reasonable steps obligations is to "stop any continuing release." CERCLA §§ 
101(40)(D)(i), 107(q)(l)(A)(iii)(I), 101(3S)(B)(i)(II)(aa). In general, the property owner should 
take actions to prevent contaminant migration where there is a breach from an existh1g 
containment system. Both Congress and the courts have identified maintenance ofhaiardous 
substance migration controls as relevant property owner obligations. For example, in discussing 
contiguous property owners' obligatiol)s for migrating groundwater plume~, Congre$S identified 
"maintaining any existing barrier or other elements of a response action on their property that 

Re'asonable Steps Qs & As .. 2 Attachment B 
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address the c~ntaminated plume" as a typical re4sonable step. S. Rep. No.107-2, at 11.(200 l); . 
~·also, Franklin County Convenjion Facilities Auth. v, Amerjcan Premier Underwriters, Ioc., 
240 F .3d 534, 548 (6th Cir. 200 l) (failure to promptly erect barrier that allowed ·migratiqn_ was 
·not due care); United States y.DiBiase Salejp Realty Tntst, No. Civ. A. 91-l 1028"MA, 1993 · 
· WL 729662, *7 (D." Mass. Nov. 19, 1993) (failure to reinforce wi:iste pit berms was factor.in 
concluding flO due care), aff'd,_ 45F.3d 541, 545 (l 6~ Cir .. 1995). I~ many instances, the c·tirrent 

·property owner will have responsibility for mainte11ance of the containmen~ system. If the 
property owp.er has responsibility for maintenance of the system as part Of her property purchase, 
then she should repair the breach. In other instances, someone other than the current landowner 

. may have assumed that responsibility (e.g., a prior owner or other liable parties that signed a 
consent d_ecree with EPA and/or a State). If someone other than the property owner has 
responsibility for tnaintenance of the containment system pursuant to a· contract or other 
agreement, then the question is more complicated. At a minimum, the current own.er should give 
notice to the person responsible for the .containment system and ·to the government. Moreover, . 
additional actions to· prevent contaminant migration would likely be appropri~te. ·. 

Q5: If a bona fide prospective purchaser buys property at a Superfund site where part of the 
approved remedy is an asphalt parking lot cap, but the entity·or entities responsible for 
· itnplemen:ting the remedy (e.g., PRPs who signed a.consentdecree) are unable to repair the 
deteriorating cap (e.g., the PRPs are now defunct), should the bona fide prospective purchaser 
·repair the deteriorating asphalt parking lot cap as reasonable steps? · 

A5: Taking "reasonable steps" includes steps to: "prevent or limit any human, envkonmcutal, or 
natural resource exposure to any previously released h~ardous substances." CERGLA §§ 
l01(40)(D)(iii), 107(q)(l)(A)(iii)(II1), 101(3S)(B)(i)(ll)(cc); In this instance, the current 
lahdowner may be in the best position to identify and quickly take steps to repair the asphalt cap 
and prevent additional exposures. . · - · · · 

l!emediation 

Q6: If a property is underlain by contaminated groutidwater emanating froin a source on a 
contiguous or adjacent property, do reasonable steps include remediating the groundwater? . 

· A6: Generally not. Absent exc¢ptional circumstances, EPA wilt not look to a landowner whose 
· property is not a source of a t'e_lease to conduct groundwater investigations or ~nstall groundwat,er 
remediation systeffiS. Since 1995, EPA's policy has been that,· in the absertpe ofexceptional ' , 
circumstances; such a property owner did not have "to take any· affinnati,ve steps to investigate · 

.. ·I 

,,.1 

. or reventthe activities that ave -rise to tfie.ori inahelea.Se'·'· · · ~l!·~~~~~~~~ 

··-· ··-···-·' ... .......... ._..... .. ....... t····"···"·-·"~···· · ·" ..... . 
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·steps for a contiguous property owner "shall not require the person to conduct groundwater 
investigations or to install groundwater remediation systems," except in accordance with that 
policy. See CERCLA § 107(q)(l)(D). The policy does not apply "where the pl'operty contains a 
groundwater well, the existence or·operation of which may affect the migration .of contamination 
in the affected area." 1995 Contaminated.Aquifers Policy, at 5. In such instances1 a·site-specific 
analysis should be used in order to determine reasonable i;teps. In some instances, reasonable 

. steps may simply m'ean operation of the groundwater well consistent with the selected temedy. 
In othe~ instances, more could be required. · 

Q7: If a protect~d landowner discovers a previously unknown release of a hazardous substance 
from a source on her property, must she remediate the release? 

A7: Provided the landowner'is riot otherwise liable for the release from th~ sour~e; she should 
take some affirmative $teps to "stop the continuing release," but EPA would not, absent unusual 
circumstances, look to her for performance of complete remedial measures. However, notice to 
appropriate governmental officials and containment o·r other measures to mitigate the release 
would probably be considered appropriate. Compare Lincoln Properties, Ltd. v. Higgin·s, 823 F. 
Supp. 1 S28, l 543M44 (E.D. Calif. 1992) (sealing sewer lines and wells and subsequently 
destroying wells to protect against releases helped establish party exercised due care); Redwing 
Carriers: Inc. v. Saraland Apartments, 94 F.3d l489, 1508(l11

h Cir. 1996) (timely development 
. of maintenance plan to remove tar seeps was factor in showing due care was exer<.:ised); New. 

York y. Lashins Arcade Co., 91 F .3d 353 (2"d Cir. 1996) (instructing tenan~s not to discharge 
hazardous substances into waste and septic systems, making instructions part of tenancy . 
requirements, and fospecting to assure compliance with this obligation, helped party establish 
due care}; with ldylwoods Assoc. v. Mader Capital, Inc ... 956.F. Supp. 4.10>,419-20 (W.D.N.Y. 
1997) (property owner's decision to do nothing resulting in spread of contamination to 
neighboring creek was not due care); Kerr-McGee Chem. Coro. v. Lefton Iron & Metal Co,, 14 
F .3d 321, 325 (7th Cir. 1994) (party that "made no attempt to remove those substances or to take 
any other positive steps to reduce the threat posed" did not exercise due care): As noted earlier, 
if the release is the result of a disposal after the property owner's purchase, then she may be 
required to undertake full remedial measures as a CERCLA liable party. Also, if the source of 

. the contamination is on the property, then the property. owner will i:iot qualify as a contiguous 
property owner but may still qualify as an innocent landowner or a bona fide prospective 
purchaser. 

Site Investigation 

Q8: If a landowner discovers contamination on her property, does the obligation to take 
reasonable steps require her to investigate the extent of the contamination? 

. . 

AS: Generally, where the propertJ owner is the first to disc~verthe contamination, she ~hould 

Reasonable Steps Qs & As 4 Attachment B. 
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take certain. basic actions to assess the extent of containination. Absent such an assessment, it 
will be very qifficult .to determine what reasonable steps will stop a continuing release, prevent a · 
th[eatened future release, or prevent or limit exposure. While a full environmental investigation 
may not be requJred, doing nothing in the face of a known or suspected environmental hazard. · 

· would likely be 'insufficient. See,·~ United States y. DiBiase Salem Realty Trust, 1993 WL 
729664,, *7 (failure to investigate .after becoming aware of dangerous sludge pits was fattor in. 
concludirig·party did not exerdse due care), aff'd, 45 F .3d S41, 545 '(Pt Cir. 1995); United States 
v. A&N Cleaners and Launderers. Inc., 854 F. Supp. 229 (S.D.N.Y. 1994) (dictum) (failing to 
assess environmcntal'threats after discovery of disposal would be part of due care analysis). 
Where the government is actively investigating the property, the tieed for investigation by the , 
landowner maybe lessened, but the landowner should be careful not to rely on the fact that the 
government has been 'notified of a hazard on her property as a shield to potential liability where 
she fails to conduct any investigation of a known hazar<l on her property, Compare New York v. 
Lash ins Arcade Co,, 91 F.3d 353, 361 (2"d Cir. 1996) (no obligation to investigate where RI/FS 
already commissioned) with QiBiase Salem Really Trust, l 993 WL 729662, *7 (State 
Department of Environmental Quality knowledge of hazard did not remove owner's obligation 

. to make .some assessm~nt of site conditions), aff'd, 45·F.3d 541, 545 (lst Cir. 1995). . 

Performance of EPA Approved Remedy 

Q9; If a new purchaser agrees to' assume the obligations of i:i prior owner PRP, as such 
. obligations are defined in an order or consent decree issued or entered into by the prior owner 
.and EPA, :w.iil compliance with thos~.obligations satisfy the reasonable steps requirement? 

. . ' 

A9: Yes, in most cases compliance with the obligations of ah· EPA order .or consent decree will ' 
satisfy the reasonable steps requirement so long as the order or consent decree· comprehensively 
addresses the obligations ofip.e prior owner through completion of tli.e remedy. lt should be 
·hated that not an orders or con.sent decrees identify obligations through cotp:pletion of.the 
remedy and some have.open-ended Cleanup obllgations. . . . 
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Attachment C 

Sample Federal Superfund Interest Reasonable Stel!s Letter 

. The sample comfort/status letter below may be used in the exercise of enforcement 
discretion where EPA has, sufficient information regarding the site to have assessed the 
hazardous substance contaminatipn and has. enough information about.the property to. make 
suggestions as to step$ necessary to satisfy the "reqsonable steps" requirement. In addition, like 
qny comfort/status letter, the letters should be provic/ed in accordance with EPA 's 

. •. "Comfort/Status Letter Policy. " That is, they are not necessary or appropriate for purely 
private real estate transactions. Such letters may be issued when: (I) there is a realistic 
perception or probability of incurring Supeifund liability, (2) such comfort will facilitate the . 
cleanup pnd redevelopment of a brownfield property, (3) there is no other mechanism to 
adequately address the party's concerns, and (4) EPA has sufficient information about the 
property to'provide a basis [or suggesting reasonable steps. · 

[Insert Addressee] 

.Re: [Insert Name or Description of Property] . 

Dear [insert name of requester]: 

J·am writing in response to your letter dated [insert date] concerning the property 
referenced above. As you know, the [insert name] property is located.within or near the °[insert 

:·::·.·name of CERCLIS site.] EPA is currently [insert descripti9n of action EPA is taking or 
. plans to take and any contaminatfon problem.] 

The (bona fide prospe~tive pµrchaser, contiguous property owner; or innocent 
landowner] provision states that a person meeting the criteria of [insert section] is protected 
from CERCLA liabiHty. [For bona fide prospective purchaser only, it may be appropriate to 
insert following language: To the extent EPA 's response action increases the fair market 
value of the property, EPA may have a windfall lien on the property. The windfall lien is 
limited to tlu~ increase in fair market value attributable to EPA 's response action, capped 
by Ei>A's unrecovercd response costs.] (I am enclosing a copy of the relevant statutory 
provisions for your reference.) To qualify as a (bona fide prospective purchaser, contiguous 
property owner, ·or section 101(35)(A)(i) innocent landowner], a person must (among other 
requirements) take "reasonable steps" with respect to stopping continuing releases, preventing 
threatened future r~leases~· and preventing or limiting human~ environmental, or natural resources 
exposure to earlier releases. You have asked what actions you must take, as the [owner or 
prospective owner) of the property, to satisfy the "reasonable steps" criterion. 

As noted above, EPA has conducted a [insert .most recent/relevant action to 
"reasonable steps" inquiry taken by EPA] at [insert property name] and has identified a 

Sample Federal Supeifund Interest 
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number of environmental concerns. Based on· the information EPA has eva.luated to date, EPA 
believes that, for ~n owrier of the property, the following would be .appropriate reasonable steps 
with respect_to the hazardous substance contamination found at the property: · 

{insert paragraphs outlining reasonable steps with respect to each environmental concern] 
' . . . ' . . . . 

This Jetter does not provide a· release from CERCLA liability, but only provides 
information with respect to reasonable steps based on the information EPA has available to it. 
This letter is based on the nature and extent of contamination known to BP A at this time .. If 
additional information regarding the ·nature and extent" of hazardous 'substance contamination at · 
[in.Sert property name] becomes available, additional actions may be"11ecessary to satisfy the 
reasonable steps criterion. ·In particular, if itew areas of contamination are identified, you should · 
ensure that reasonable steps are undertaken. As the property owner, you should ensure that you . 
are aware of the condition of your property so that you are able to take reasonable steps with 
respect to any haiardous substance contamination at or on th~ propertY. 

Please note that the [bona fide prospective purchaser~ contiguous property owner, or·· 
· innocent landowncrj provision has a number ofconditions in addition to those requiring the 

property ow.ner to take reasonable steps. Taking reasonable steps and mariy of the other 
conditions are continuing obligations of the {bona fide. prospective purchaser, contiguous 
p~operty owner, or section 101(35)(A)(i) innocent landowner]. You will need to assess 
whether you satisfy each of the statutory conditions for the [bona fide prospective purchaser, 

.. contiguous property owner, or innocent landowner] provisiOn and continue to meet the. 
applicabie conditions . 

. EPA hopes this information is useful to you. If you have any questions, or wish to 
. discuss this letter, please feel free to conta?t [insert EPA contaCtand addre~s]. · 

Sincetely, 

(ins.e~.t,na~e ofEl>A.con(a~t] . 

: . 

. •., 

2 . E '"":: ;a .n 13i2 OOH i $ .,, Qh I 1) Ii g;; 2 ,;,.,, ULJEEi! !1: ! j t. %~.. ,,ti ,, I .. 

~""~--·,,--·--:'°===---=:=-·-=---:::=-:=:=~=:::::::===-----====:::::~===~=:----· :::=1 .. ............ -.................. .......... .... .. . 

Sample Federal Stiperfund Interest 
Reasonable. Steps Letter 2 Attachment C 



Attachment No. 7 





UNITEDSTATE:SENVIRONMENTAL PROTECTION AGENCY 

WASHINGTON, D.C. 20460 

SEP 2 l ?.0\1 
OFFICE OF 

ENFORCEMENT AND 
COMPLIANCE ASSURANCE 

MEMORANDUM 

SUBJECT: 

FROM: 

TO: 

Enforcement Discretion Guidance Regarding the Affiliation Language of 
CERCLA's Bona Fide Prospective Purchaser and Contiguous Property Owner 
Liability Protections 

gi;,:~~f~\~~n?e'.;~:i~:nE~ 8" /~ 
Regional Counsel, Regions I-X 
Superfond National Policy Managers, Regions 1-X 

I. Introduction 

Sections 101(40) and 107(q) of the Small Business Liability Relief and Brownfields 
Revitalization Act1 (the Brownfields Amendments) provide certain parties, bona fide prospective 
purchasers and contiguous property owners, respectively, protection from liability under the 
Comprehensive Environment:~1 Response, Compensation, and Liability Act (CERCLA, 
commonly referred to as "Superfund"), 42 U.S.C. §§ 9601(40), 9607(q), so long as these parties 
meet certain statutory requirements. One requirement is that a party who wishes to be treated as 
exempt from CERCLA liability cannot be "affiliated with" another party who is potentially 
liable under CERCLA at a facility. As discussed below, EPA recognjzes the uncertainty 
regarding the potential liability of certain parties under CERCLA, and offers some general 
guidance to be considered by EPA in exercising its enforcement discretion. 

This memorandum is intended to assist EPA personnel in~ on a site-specific basis, exercising the 
Agency's enforcement discretion regarding the affiliation language. It is not a regulation and 
does not create new legal obligations or limi~ or expand obligations under any federal, state, 
tribal or local law. It does not create any substantive rights for any persons. In addition, this 
guidance does not alter EPA's policy of not providing no action assurances outside the 
framework of a legal settlement. 

I Pub. L. No. 107-118 (2002). 

lnlernel Address (URL) • http://www.epa.gov 
Recycled/Recyclable • Printed with Vegetable Oil Based Inks on 100% Poslconsumer, Process Chlorine Free Recycled Paper 



This memorandum discusses how EPA generally intends to exercise its enforcement discretion in 
certain circumstances. Specifically, this memorandum focuses on parties who meet each of the 
requirements of the bona fide prospective purchaser or contiguous property owner provisions 
except for the requirement prohibiting parties from being "affiliated with any other person that is 
potentially liable." EPA generally intends to apply the guidance only to the extent appropriate 
based on the facts. EPA recognizes that each affiliation situation is fact specific, and EPA may 
deviate from this guidance as necessary or appropriate based on the facts of each case. EPA may 
update this guidance in the future and provide additional examples discussing possible scenarios. 

II. Background 

A. Affiliation Language in the Bona Fide Prospective Purchaser Provision 

The Brownfields Amendments established the bona fide prospective purchaser (BFPP) 
provision, which for the first time provided statutory protection from CERCLA liability for 
entities that purchase a contaminated facility after January 11, 2002 with knowledge of the 
contamination.2 To be a BFPP, a purchaser must satisfy a number of statutmy requirements, 
including that the purchaser not be affiliated with a person that is potentially liable at the 
facility. 3 Specifically, a purchaser cannot be: 

(i) potentially liable, or affiliated with any other person that is potentially 
liable, for response costs at a facility through 
(I) any direct or indirect familial relationship; or 
(II) any contractual, corporate, or financial relationship (other than a 

contractual, corporate, or financial relationship that is created by the 
instruments by which title to the facility is conveyed or financed or 
by a contract for the sale of goods or services); or 

(ii) the result of a reorganization of a business entity that was potentially liable.4 

B. Affiliation Language in the Contiguous Property Owner Provision 

In addition, the Brownfields Amendments established the Contiguous Property Owner (CPO) 
liability protection, which states that: 

A person that owns real property that is contiguous to or otherwise similarly 
situated with respect to, and that is or may be contaminated by a release or 
threatened release of a hazardous substance from, real property that is not owned 
by that person shall not be considered to be an owner or operator of a vessel or 
facility under[§ 107(a)] solely by reason of the contamination if -
(i) the person did not cause, contribute, or consent to the release or threatened 

release; 

2 See CERCLA §§ 101(40), 107(r). 
3 For additional information on the BFPP requirements, see CERCLA § 101(40) and EPA's Interim Guidance Regarding Criteria 
Landowners Must Meet in Order to Qualify for Bona Fide Prospective Purchaser, Contiguous Property Owner, or Innocent 
L(lndowner Limitations on CERCLA Liability (Common Elements) (Bromm, 3/6/2003) (available at http://www.cpa.gov/ 
compliancc/resources/policiesfcleanupfsuperfund/common-clem-guide.pdf) (hereinafter "Common Elements Guidance"). 
4 CERCLA § 101(40)(H). 

2 



(ii) the person is not -
(I) potentially liable, or affiliated with any other person that is potentially 

liable, for response costs at a facility through any direct or indirect 
familial relationship or any contractual, corporate, or financial 
relationship (other than a contractual, corporate, or financial relationship 
that is created by a contract for the sale of goods or services); or 

(II) the result of a reorganization of a business entity that was potentially 
liable .. .. 5 

The CPO affiliation language differs from the BFPP affiliation language in that there is no 
exception that excludes "relationship[s] ... created by the instruments by which title to the 
facility is conveyed or financed" from the types ofrelationships that constitute an affiliation as 
there is for the BFPP liability protection. 6 Except for this difference, the affiliation language in 
the BFPP and CPO provisions is virtually identical. 

C. Burden of Proof for Both the BFPP and CPO Liability Protections 

The burden of proof for establishing all elements of the BFPP and CPO provisions, including the 
affiliation language, falls on the person seeking the liability protection. 7 A person seeking 
protection under the BFPP and CPO provisions can assert protection from liability without EPA 
involvement. Ultimately, if the issue is disputed, the courts will detennine whether parties in 
specific cases have satisfied the affiliation language in the BFPP and CPO provisions in order to 
protect themselves from liability. 

CERCLA expressly confers upon EPA the ability to provide certain assurances to CPOs if they 
have met the above burden of proof.8 In certain circumstances, a CPO may be eligible for: (1) an 
assurance letter from EPA that states that EPA will not take an enforcement action against the 
CPO, commonly known as a "no action assurance letter" or (2) a CPO settlement that will 
provide the CPO protection against cost recovery or contribution action.9 There is no equivalent 
BFPP assurance provision, but there are limited circmnstances when EPA may consider using 
site-specific tools to provide clarification on EPA's enforcement intentions for BFPPs. These 
tools include comfort/status letters, BFPP-doing-work-agreements, or prospective purchaser 
agreements. 10 

5 CERCLA § 107(q)(I)(A). 
6 CERCLA § IOI (40)(1-I)(i)(Il). 
7 CERCLA §§ I 01 (40) & !07(q)(l)(B). 
8 CERCLA § 107(q)(3). See a/so Interim Enforcement Discretion Guidance Regarding Contiguous Property Owners, (Bromm 
I I 13/04) ( available at: http://www.epa.gov/compliance/resources/pol icies/cleanup/superfund/contig-prop.pdt). 
9 Id. 
10 As stated in previous guidance, EPA believes that the Brownfields Amendments make PP As from the Federal government 
unnecessary in most cases because CERCLA §§ I 01 (40) and l07(r) allow parties to purchase property with knowledge of 
contamination and not acquire liability under CERCLA. See Bona Fide Prospective Purchasers and the New Amendments to 
CERCLA, (Bromm 5/31/02) (available at: http://www.epa.gov/compliance/resources/policies/clcanup/superfund/bonf-pp-cercla­
mem.pdt). The Agency recognizes, however, that there may be some limited circumstances where EPA could serve the public 
interest by agreeing to provide a PPA. For example, a PPA may be appropriate for a party that docs not meet the criteria in 
CERCLA § 101(40) because it may have an affiliation with a PRP, but it is nevertheless in the public interest for EPA to 
facilitate the transaction by addressing the prospective purchaser' s liability conccnis (e.g., through a PPA that provides a 
covenant not to sue and contribution protection). 
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HI. Discussion 

A. Initial Considerations 

The affiliation language in both the BFPP and CPO provisions focuses on relationships between 
the property owner and any entities that are potentially liable under CERCLA for response costs 
at the facility (either the property owned by the person seeking BFPP status or the property 
contiguous to a source property). However, before analyzing whether there is a prohibited 
affiliation, EPA personnel should consider four preliminary issues. 

First, the affiliation language in CERCLA §§ 101(40)(1-1) and 107(q)(l)(A)(ii) requires that a 
person seeking liability protection under the BFPP or CPO provisions not be potentially liable 
for response costs at a facility. Therefore, when analyzing the potential BFPP or CPO status of a 
person, EPA personnel should first consider whether the person is otherwise a Potentially 
Responsible Party (PRP) at the facility under CERCLA § 107(a) (e.g., as an owner/operator at 
the time of disposal, a transporter, or an arranger for the disposal of hazardous substances). If so, 
the person cannot qualify as a BFPP or a CPO and an affiliation analysis would be unnecessary. 

Example # 1: Company A wants to buy a contaminated prope1iy and has complied with the 
other requirements of the BFPP liability protection. Ten years prior, Company A had operated 
a refinery on the contaminated property, during which operation the property was 
contaminated with hazardous substances. Assuming Company A is a PRP at the property as 
an operator at the time of disposal, Company A would not qualify as a BFPP. 

If Company A bought the property adjacent to the contaminated property on which it had 
previously operated a refinery, and from which the property purchased by Company A was 
contaminated, Company A would not qualify as a CPO assuming it is a PRP at the adjacent 
property. 

Second, as in all cases where EPA is analyzing a person's potential BFPP or CPO status for 
purposes of deciding whether to exercise its enforcement authority, BP A should consider 
whether the entity is in fact the same entity as a PRP or is potentially liable under other 
principles of corporate law, such as successor liability. For example, a division of a corporation, 
a company that has continued in business under a changed name, or a corporate successor, such 
as the survivor of a statutory merger, may appear to be a different entity, but may nevertheless 
still be liable under principles of corporate law. After careful analysis, the relationship between 
the PRP and the entity in question may lead EPA to decide not to treat that entity as a BFPP or 
CPO. This in-depth analysis may also be applicable to questions regarding relationships between 
governmental and quasi-governmental entities. States and cities often create divisions that 
address certain aspects of governmental services, e.g. waste, roads, or parks. Depending on state 
law and how the divisions were created, they may in fact be the same entity as the state or city. 
In some cases, this may be readily apparent from examining the document that created the entity. 
Analyzing the potential BFPP or CPO status of other governmental or quasi-governmental 
entities may require more extensive research. 

4 



Example # 2: State A's Department of Parks wishes to acquire a contaminated property and 
has complied with the other requirements of the BFPP provision. State A's Department of 
Waste had previously operated a landfill on the property, during which time the property 
became contaminated and State A became a PRP. Assuming the Department of Parks and the 
Department of Waste are both divisions of the same entity, State A, that is a PRP, State A's 
Department of Parks would not qualify as a BFPP. 

If State A's Department of Parks had bought property adjacent to a contaminated property on 
which the Department of Waste had previously operated a landfill, the operation of which 
caused the contamination, State A's Department of Parks would not qualify as a CPO 
assuming the State itself is a PRP at the property. 

Third, EPA personnel should analyze whether a business entity asserting BFPP or CPO status is 
the result of a reorganization of a liable party through bankruptcy or other corporate 
restructuring. In such a case, the entity may not be eligible for BFPP or CPO status because it is 
"the result of a reorganization of a business entity that was potentially liable." 11 

Example # 3: Company A owns a contaminated site on which it had disposed of hazardous 
waste. During corporate reorganization, Company A fonns Company B to acquire the 
contaminated site. Assuming Company B is the result of a reorganization of the PRP, 
Company B would not qualify as a BFPP or a CPO. 

Fourth, EPA personnel should consider whether the pa1ty with whom a person may have an 
affiliation is actually a PRP at the facility. Pursuant to CERCLA §§ 101(40)(H) and 
107(q)(l)(A)(ii), a person cannot qualify as a BFPP or CPO if he or she is affiliated with a 
potentially liable party (as opposed to a non-liable party). If the party with whom the potential 
BFPP or CPO has a relationship is not a PRP, then an affiliation with that party would not 
disqualify the person from BFPP or CPO status. For example, the entity with whom a potential 
BFPP or CPO is affiliated could have owned the property at one point in the past, but not at the 
time of disposal. Under this scenario, the entity would likely not be liable under CERCLA 
§ 107(a)(l) or (2), and the relationship would likely not be a prohibited affiliation. 

Example# 4: Mr. X wishes to buy property that was previously owned by his sister. Mr. X's 
sister is not a PRP at the property, because the property did not become contaminated until the 
person who bought the property from her, Mr. Y, began a mining operation there. Assuming 
Mr. X meets the other requirements of the BFPP or CPO provisions, EPA would treat Mr. X as 
a BFPP or CPO. 

11 CERCLA §§ I 0 l (40)(H)(ii) nnd I 07(q)(l)(A)(ii)(JI). This may require a review of the documents through which the 
restructuring was accomplished, e.g., an approved bankruptcy plan or reorganization or asset purchase agreement. 
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B. Statutory Exceptions to the "No Affiliations" Requirement 

Certain types of affiliations between the purchaser of property or owner and other entities do not 
disqualify the purchaser of property or owner from BFPP or CPO liability protection under the 
language of CERCLA §§ 101(40)(H) or 107(q)(l)(A)(ii). The first of these exceptions to the "no 
affiliationsi1 requirement is only for BFPPs, while the second is for both BFPPs and CPOs. 

1. Instruments by Which Title to the Facility is Conveyed or Financed 

CERCLA § 101(40)(H)(i)(II) provides an important exception to the general requirement that 
prospective purchasers may not have an affiliation with a PRP in order to qualify for the BFPP 
provision. There is not a similar exception for CPOs. This exception allows contractual, 
corporate, or financial relationships that are "created by the instruments by which title to the 
facility is conveyed or financed." 

ln analyzing a party's potential BFPP status for the purposes of exercising its enforcement 
authority, EPA generally intends to consider deeds or agreements that make transfer of title 
possible, such as agreements with a title insurance company or a third-party lender, to be within 
the scope of that language. 

Example # 5: Company A wishes to purchase a contaminated property and has complied with 
the other requirements of the BFPP provision. Company B, the PRP owner of the property, is 
willing to sell it, but Company A has concerns about defects to the title for the property. 
Company A would like to acquire title insurance through a third party, which will require 
Company B to assert certain facts in a signed document. Although this title insurance 
agreement is a contractual or financial relationship between Company A and the PRP at the 
property, under the exception for relationships created by the instruments by which title to the 
facility is conveyed or financed in the affiliation language contained in CERCLA 
§ IO 1 ( 40)(H)(i)(II), EPA generally intends to exercise its enforcement discretion to treat 
Company A as if it were a BFPP so long as it meets the other requirements in the BFPP 
prov1s10n. 

2. Contracts.for the Sale of Goods or Services 

The affiliation language in CERCLA §§ 101(40)(H) and 107(q)(l)(A)(ii) includes an exemption 
that provides that "a contractual, corporate~ or financial relationship that is created ... by a 
contract for the sale of goods or services" is not an affiliation that defeats potential liability 
protection under the BFPP or CPO provisions. 

In analyzing potential BFPP or CPO status for the purpose of exercising its enforcement 
authority, EPA generally will adopt a plain language definition of "goods and services" when 
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applying the affiliation language. For example, "goods" are defined as "commodities; wares; 
portable personal property." 12 "Services" are defined as "employment in duties or work for 
another." 13 Note that, as with all of these examples, the statute requires that the entity asserting 
BFPP or CPO status must not otherwise be liable at the facility. 

Example# 6: Company A plans to purchase a parcel of property contaminated with hazardous 
substances. The cmTent owner is a municipality that is considered to be a PRP at the property. 
Company A has performed all appropriate inquiries before purchasing the property and 
otherwise plans to comply with the requirements of the BFPP provision. In the past, Company 
A paid the municipality snow removal fees for a different property than the one it plans to 
purchase. EPA generally intends to exercise its enforcement discretion to treat Company A as 
if it were a BFPP because a contract for the snow removal is a contract for a service. 

EPA may reach a similar result if Company A were asserting CPO status in purchasing 
property adjacent to the municipality-owned parcel above, assuming the other elements of the 
CPO provision are met. 

C. Special Considerations in Applying the Affiliation Language 

The affiliation language in the BFPP and CPO provisions is broad and could potentially 
encompass many, if not all, familial relationships, and many corporate or other relationships, 
thus having the potential consequence of reducing the number of entities that qualify for these 
liability protections. As stated in EPA's Common Elements Guidance, "It appears that Congress 
intended the affiliation language to prevent a potentially responsible party from contracting away 
its CERCLA liability through a transaction to a family member or related corporate entity."14 

With this consideration in mind, EPA has identified certain relationships which, in the exercise 
of its enforcement discretion, it generally intends not to treat as disqualifying affiliations. They 
include: 

l. Relationships at Other Properties: relationships that occur between an 
entity seeking BFPP or CPO status with a PRP for properties other than 
the one impacted by the contamination or the source property. 

2. Post-Acquisition Relationships: relationships between the purchaser and a 
PRP that arose after the purchase and sale of the property. 

3. Relationships Created During Title Transfer: contractual or financial 
documents or relationships that are often executed or created at the time 
that title to the property is transferred. 

4. Tenants Seeking to Purchase Property They Lease: relationships 
established between a tenant and an owner during the leasing process. 

These relationships are generally not created to avoid CERCLA liability and, therefore, in 
exercising its enforcement discretion on a site-specific basis, EPA generally intends not to treat 

12 AMERICAN HERITAGE DICTIONARY 756 (4th ed. 2006). 
IJ Id. at 1591. 
14 Common Elements Guidance at 5. 
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them as prohibited affiliations that would prevent a purchaser from being a BFPP or CPO. EPA 
will analyze all facts and circumstances surrounding the above relationships in evaluating 
whether the relationships were created to avoid CERCLA liability. Examples illustrating these 
relationships are provided below. 

1. Relationships at Other Properties 

If a purchaser has existing relationships with a PRP at other properties unrelated to the property 
to be purchased, or that do not impact the property itself or the source property, EPA generally 
intends to exercise its enforcement discretion and treat the purchaser as a BFPP or CPO, as 
appropriate. EPA will analyze such relationships on a case-by-case basis, guided by the general 
principles set forth in this document. If the parcel that the person plans to purchase is part of a 
larger property, EPA generally intends to focus on just those affiliations that may be related to 
that parcel. 

Example# 7: Company A wishes to purchase contaminated property from Company B, who is 
a PRP owner of the property. Company A and Company B have existing lease agreements at 
other properties, on which Company B is not a PRP. The existing lease agreements at other 
properties may be considered ''contractual ... relationship[s]" under the affiliation language, 
but they are not related to the contaminated property at which Company B is a PRP. If 
Company A has complied with the other requirements of the BFPP provisions, EPA generally 
intends to exercise its enforcement discretion to treat Company A as if it were a BFPP. 

Company A is a potential CPO that purchased contaminated property and had existing lease 
agreements at other properties owned by Company C, the owner of the neighboring property, 
which is the source of the contamination on Company A's property. EPA generally intends to 
exercise its enforcement discretion to treat Company A as if it were a CPO so long as 
Company A complied with the other requirements of the CPO provision. 

Example # 8: A city has met the other requirements of the BFPP liability protection and 
plans to purchase property from a county that is a PRP at the prope1ty. The city has many 
existing leases with the county on other parcels of property, but does not have any such 
relationships with the county pertaining to the property the city wants to purchase. EPA 
generally intends to exercise its enforcement discretion to treat the city as if it were a BFPP 
so long as the city's existing contracts with the county, who is a PRP with respect to the 
property, do not relate to the property. 

Similarly, if the city purchased property adjacent to the county-owned property above, EPA 
generally intends to exercise its enforcement discretion to treat the city as if it were a CPO, 
assuming the other elements of the CPO provision are met. 
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Example # 9: The owner of an office building learns that there was a release of a hazardous 
substance on the property next door that has contaminated his property by migrating through 
groundwater under his property. The owner of the office building has complied with all of 
the other requirements of the CPO provision, but is concerned because he previously had 
purchased a separate piece of property from the owner of the adjacent parcel. EPA generally 
intends to exercise its enforcement discretion to treat the owner of the office building as if it 
were a CPO because the existing relationship between the two owners does not relate to the 
office building property or the source property. 

If the owner of the office building had purchased the prope1ty from a PRP, and it had 
previously purchased a piece of property unrelated to the office building from that same PRP, 
EPA generally intends to treat the owner as a BFPP if all other requirements of the BFPP 
provision are met. EPA generally does not intend to treat the other purchase from the PRP 
that is unrelated to the source or the office building as if it were a disqualifying affiliation. 

2. Post-Acquisition Relationships 

EPA generally does not intend to treat familial, contractual, corporate or financial relationships 
that arise between either a BFPP or a CPO and a PRP after the acquisition of the property as 
disqualifying affiliations. However, in analyzing the facts and circumstances surrounding post­
acquisition relationships, EPA intends to follow the general principles set forth in this 
memorandum regarding relationships structured in an attempt by the parties to avoid CERCLA 
liability. 15 

Example # 10: Company A acquires an industrial park from Company B that is contaminated. 
Company B is a PRP as an owner during the time of disposal at the industrial park. Company 
A meets the BFPP criteria and, at the time of purchase, does not have a disqualifying 
affiliation with Company B or any other PRP. Later, Company A leases a warehouse within 
the industrial park to Company B. So long as Company A maintains compliance with the 
other requirements of the BFPP provision, EPA generally intends to exercise its enforcement 
discretion to treat Company A as if it were a BFPP. 

EPA would generally apply a similar analysis for CPOs. Assume Company A has purchased 
an industrial park from a third party and is now seeking liability protection as a CPO for 
contamination discovered subsequent to purchase that is migrating onto the industrial park 
property. If Company A then leases a warehouse within the industrial park to Company B (a 
PRP at a site contiguous to the industrial park that is the source of the contamination at issue), 
EPA generally intends to exercise its enforcement discretion and treat Company A as if it were 
a CPO so long as Company A complied with the other requirements of the CPO provision. 

15 See Common Elements Guidance at 5. 
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3. Documents that Typically Accompany Title Tramfer 

As mentioned above in Section B. 1., the affiliation language in CERCLA § 101(40)(H) provides 
an exception which is only applicable to BFPPs. This exception allows contractual, corporate, or 
financial relationships that are "created by the instruments by which title to the facility is 
conveyed or financed." EPA generally does not intend to treat certain contractual or financial 
relationships (e.g., certain types of indemnification 16 or insurance agreements) that are typically 
created as a part of the transfer of title, although perhaps not part of the deed itself, as 
disqualifying affiliations. 17 In deciding whether to exercise its enforcement discretion regarding 
these types ofrelationships, EPA will analyze the circumstances surrounding the transfer of title 
and the specifics of the contractual or financial relationships and follow the general principles set 
forth in this memorandum. 

4. Tenants Seeking to Purchase Property They Lease 

EPA generally intends to consider several issues when deciding how to exercise its enforcement 
discretion regarding tenants who purchase property 18 from a PRP owner. The first is whether the 
tenant/purchaser may be potentially liable for the contamination at the property based on its own 
actions. If the tenant/purchaser may already be potentially liable, EPA generally does not intend 
to treat the tenant as a BFPP or CPO. If the tenant/purchaser is not liable, EPA should consider 
whether the owner/landlord is a PRP or not. If the owner/landlord is not a PRP, then the lease 
would not be a prohibited affiliation. However, if the landlord is a PRP, EPA will analyze the 
site-specific facts sun-ounding the actions of the parties and their relationship in order to 
detem1ine whether it would be appropriate to exercise enforcement discretion in treating the 
tenant/purchaser as a BFPP or CPO. In that case, the tenant may contact the appropriate EPA 
Regional office before purchasing the property so that the Agency and the tenant can work 
together to resolve the tenant's liability concerns. 

In addition, EPA has previously issued enforcement discretion guidance ("the Tenants 
Guidance") regarding how tenants ma~ be able to derive BFPP status during their leasehold from 
an owner who maintains BFPP status. 9 Regarding tenants who may not be able to derive BFPP 
status from a BFPP owner because the owner has lost its BFPP status, EPA generally intends to 
exercise its enforcement discretion in accordance with the policy set forth in the Tenants 
Guidance. 

16 Although indemnification agreements may allocate responsibility for cleanup costs between a purchaser and seller, they do not 
relieve a party of its CERCLA liability. See CERCLA § lO?(e). 
17 Please note, however, that a recent judicial decision addressed the applicability of the "no affiliation" requirement to a liability 
release agreement, which the cou1t held was one basis, among others, for rejecting a party's claim for liability protection as a 
BFPP. Ashley 11 of Charleston, LLC v. PCS Nitrogen, Inc., 201 l WL 2119256 (D.S.C. May 27, 2011 ), appeal filed, No. l l-1662 
(4th Cir. June 24, 2011 ). Based on the facts before it, the court found that the purchaser failed to satisfy the "no affiliation" 
requirement due to a release agreement, in which the purchaser agreed to release the seller as to environmental liability at the site 
at issue, and the purchaser's subsequent efforts to dissuade EPA from taking an enforcement action against the seller. Id at 60. 
18 Hereinafter referred to as "tenant/purchaser." 
19 If the landlord is not a PRP by virtue of qualifying as a BFPP, the tenant may already be a BFPP. See Enforcement Discretion 
Guidance Regarding the Applicability of the Bona Fide Prospective Purchaser Definition in CERCLA § 101 (40) to Tenants, 
(Nakayama and Bodine l/14/09) (available at: http://www.epa.gov/compliance/rcsourccs/policies/cleanup/supcrfund/bfpp-tenant­
mem.pdf). 
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IV. Contact 

Questions regarding this guidance and affiliation questions in general should be directed to Mary 
Godwin in EPA's Office of Site Remediation Enforcement at (202) 564-5114 or 
godwin.mary@epa.gov and to the Brownfield Coordinator in the appropriate EPA Regional 
office (please see http://www.epa.gov/brownfields/corcntct.htm for contact information). 

cc: Karin Leff, OSRE 
Greg Sullivan, OSRE 
David Lloyd, OBLR 
John Michaud, OGC 
Jennifer Lewis, OGC 
Daniel Schramm, OGC 
Jim Woolford, OSRTI 
Ben Fisherow, DOJ 
Leslie Allen, DOJ 
EPA Brownfields Affiliation Workgroup 
EPA BART National Workgroup 
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